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CHAIRMAN’S STATEMENT

The Board of Directors (the “Board”) of Tomarrow Iniernational Holdings Limited (the "Cempany”) is pleased to
announce the 2006 audited annual results of the Company, its subsidiaries and associates (collectively the “Group™)
for the year ended 31 December 2006.

RESULTS

The Group’s loss attributable to equity holders of the Company for the year was HK$16.2 million (2005: profit of
HK$4.8 million). Loss per share amounted to HKS.8 cents, compared with earnings HK5.1 cents {as restated) in the
previous year. At 31 December 2006, the Group’s net cash position amounted to HK$619.7 million (2005: HK$396.8
million) representing 65.5% of the equity attributable to equity holders of the Company of HK$945.8 million (2005:
50.6%). Moreover, the Group has banking facilities of HK$45.3 million.

BUSINESS REVIEW

The result of the Group for the year 2006 was not encouraging. It reported HK$16.2 millicn loss attributable to equity
holders, compared with profit of HK$4.8 million in 2005.

Electronic products division still made a profit. Turnover of electronic praducts division for the year was HK$353.7
million {2005: HK$386.4 million), representing a decrease of HK$32.7 million or 8% to that of last year. Manufacturing
business continued to face a hard operating environment of increase in operating cost. Despite continuous effort, the
Group could not shift all increase in aperating cost to customers, resulting in a drop in net profit margin of the division.
For the business of production and sale of lithium rechargeable battery parts, sales dropped by 28%. As a whole,
segmental profit was HK$4.6 million, compared with HK$18.5 million profit in year 2005,

The PCB manufacturing industry continues to exhibit keen market competition as the trend of the US and European
PCB makers to migrate their manufacturing bases to the PRC is expecied to continue in the future. However, the
turnover of the PCB division for the year was HK$104.3 million (2005: HK$95.8 million), representing an increase of
9% comparing with last year. The increase in turnover was the result of our plan of new customer development and
the future sales plan will continue to concentrate on expanding business with industrial grade industries e.g. automotive,
medical equipments. Facing the continuous increase in raw material costs especially in metals, the PCB division reported
a loss of HK$23.8 million. During the reporting period, management exerted effective cost control measures to trim
down the overhead costs and could also successfully transfer part of the costs burden to cur customers by increasing
the average selling price of multi-layers products.

The local securities market remained robust throughout 2006. Speculation over Renminbi’s appreciation and economic
growth in China attracted capital inflow to Hong Kong, particularly into China-related shares. Given that, turnover of
trading of listed equity investments amounied to HK$56.0 millien (2005: HK$7.3 million) and the Group managed to
make a profit of HK$2.2 million (2005: loss of HK$3.0 million).

Loan financing business remained inactive during the year. It reported segmental loss of HK$5.9 million. Legal case
relating to loan to Moulin Eyecare Holdings Limited was still in progress and further update will be published in due
course.
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CHAIRMAN'S STATEMENT

FUTURE PLANS

Looking forward, wireless application and radio-frequency product range is our direction for product development.
The Board expects this target market will be less price-sensitive and competitive. Moreover, the Group is developing to
manufacture products relating to audio/visual market. Products relate to broadcasting tuners (a unique system of
digital television broadcasting in Japan) and portable pocket size television. As more stringent environmental regulations
will come into effect, the Group believes it would be an oppartunity to gradually eliminate competitors which are less-
equipped and quality-oriented in producing products which conform with the relevant requirements. Moreover,
management will try to shift the increase in operating cost to customers by increasing the selling price of products.
Cost-saving measures will continue in year 2007. Barring any unforeseen circumstances, there should be improvement
in the performance of the division in coming year,

"The Board intends to double up its monthly production capacity in two years in order to fulfil the ever-growing market

demand on industrial grade PCB products, With our experienced sales forces and dedicated management teams, we
will progressively capture large market shares from the US and Europe market onwards.

The continuously rapid and healthy growth of the Chinese econemy has created excellent investment opportunities
and a favorable operating environment for us. The Board will focus on investments with core businesses which are PRC
based and may allocate appropriate resources in subscribing far initial public offerings shares of companies with sound
fundamental and prospect.



MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2006, cash and bank balances (including time deposits) maintained by the Group were HK$619.7
million (2005: HK$396.8 million), representing an increase of HK$222.9 million compared with the position as at 31
December 2005. It is believed that the Group has adequate cash resources to meet the normal working capital
requirements and all commitments for future development. The gearing of the Group, measured as total debts to total
assats, was 12.6% as at 31 December 2006, comparing with 14.5% as at 31 December 2005,

Most of the business transactions conducted by the Group were nominated in Hong Kong Dollars, United States
Dollars and Renminbi. As at 31 December 2006, there were no outstanding forward contracts in foreign currency
committed by the Group that might involve it in significant foreign exchange risks and exposures.

CORPORATE TRANSACTIONS

On 8 March 2006, the Company announced, amongst others, an open offer, a bonus issue and a share consolidation.
The Company intended to raise approximately HK$173.4 million, before expenses, to facilitate the continual development
and daily operation of the Group whilst allowing the Group to invest in any potential invesiment projects when such
opportunities arise, by issuing 357,585,805 offer shares at a price of HK$0.485 per offer share by way of an open offer
on the basis of 5 offer shares for every 4 existing share held on the record date (the “Open Offer”). The registered
holders of fully paid offer shares would be issued 5 bonus shares for every 7 fully paid offer shares (the “Bonus Issue”).
Upon completion of the Open Offer and the Bonus Issue, every 4 shares would be consolidated into 1 consolidated
shares (the “Share Consoclidation”).

The Company received 30 valid applications for 334,859,365 offer shares, representing approximately 93.64% of the
total number of 357,585,805 offer shares available for subscription under the Open Offer. As the Open Offer was
under-subscribed, being the underwriter of the Open Offer, Winspark Venture Limited ("Winspark”), the major
shareholder of the Company, subscribed for the remaining balance of 22,726,440 offer shares. The aggregate
shareholding of Winspark in the Company therefore increased from approximately 61.45% 10 65.79% immediately
following completion of the Open Offer and the Bonus Issue. The Open Offer became unconditional and the Share
Consolidation was effective on 20 June 2006 and 21 June 2006 respectively.

The Company is now exploring but has not yet earmarked any suitable investment opportunities. The net proceeds
from the Open Offer was deposited in bank as time deposit.

To facilitate the introduction of Pan-China International Holdings Limited (“Pan-China"} as the strategic investor of the
Company, Winspark entered into a sale and purchase agreement with Pan-China on 22 September 2006 (the “Sale
and Purchase Agreement”) pursuant to which Winspark has agreed to sell 33,700,000 shares of the Company to Pan-
China at a total consideration of HK$151,650,000 with a deferred payment date on the 300th day from the date of
the Sale and Purchase Agreement. On the other hand, the Company entered into a conditional option agreement with
Winspark {the “Option Agreement”) pursuant to which (1} the Company has agreed to grant to Winspark the first call
option under which Winspark has the right but not the obligation to require the Company to issue 33,700,000 shares
to Winspark or as it may direct at the subscription price of HK$4.5 (the “First Call Option”); and (2) Winspark has
agreed to grant to the Company the second call option under which the Company has the right but not the obligation
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MANAGEMENT DISCUSSION AND ANALYSIS

to require Winspark to subscribe 33,700,000 shares at the subscription price of HK$4.5 (the “Second Calt Option®).
Upon exercise of either the First Call Cption or the Second Call Option, the other call option shall automatically lapse
and cease to be of any further effect,

However, on 26 February 2007, the Company announced that due to the lapse of the long stop date of the Sale and
Purchase Agreement, the Sale and Purchase Agreement has ceased to be of any effect. Accordingly, the QOption
Agreement was also terminated in accordance with its terms. The Company and Winspark were released from their
respective obligations under the Option Agreement.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2006, the Group employed approximately 2,584 employees, with about 2,502 in the Mainland
China and about 82 in Hong Kong. All employees are remunerated based on industry practice and in accordance with
the prevailing labour law. In Hong Kong, apart from basic salary, staff benefits include medical insurance, performance
related bonuses and mandatory provident fund would be provided by the Group.



BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. YAU Tak Wah, Paul — Chairman, aged 51, is the founder of the Group and is primarily responsible for corporate
strategic planning. He holds a bachelor of science degree in mechanical engineering and has more than 21 years’
experience in the electronics industry. Before he established the Group, Mr. Yau warked as design engineer in a
renowned US electronics company operating in Hong Kong where he gained invaluable experience in production
design and established close business relationships with various electronics manufacturers in Hong Kong.

Ms. LOUIE Mei Po - Director, aged 39, is responsible for business investment and development of the Group. Ms.
Louie holds a master's degree in Business Administration and a bachelor’s degree in Social Science from the Chinese
University of Hong Kong. Prior to joining the Group, Ms. Louie was the executive director-of twa listed companies in
Hong Kong specialising in mortgage loan financing, property investment and development. She has over 11 years'
experience in business investment and development. She joined the Group in February 2000.

Ms. WONG Shin Ling, Irene — Director, aged 46, is responsible for management and administration of the Group.
Ms. Wong has over 14 years of experience in the field of property development and management. Prior 10 joining the
Group, she was an executive director of two listed companies in Hong Kong specialising in mortgage loan financing,
property investment and development. She joined the Group in February 2000.

Mr. TAM Wing Kin — Director, aged 41, is respansible for finance and is the company secretary of the Group. He is
a member of The Chartered Institute of Management Accountants, The Association of Chartered Certified Accountants
and The Hong Kong Institute of Certified Public Accountants. He is also a Certified Public Accountant (Practising). Prior
to joining the Group, he worked for an international accountancy firm and two listed companies in Hong Kong. He has
over 17 years of experience in accounting field. He joined the Group in February 2000.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. NG Wai Hung — Director, aged 43, is 3 practicing solicitor and a partner in lu, Lai & Li, a Hong Kong firm of
solicitors and notaries. Mr. Ng has extensive experience in the area of securities law, corporate law and commercial law
in Hong Kong and has been involved in initial public offerings of securities in Hong Kong as well as corporate
restructuring, mergers and acquisitions and takeovers of listed companies. He frequently advises multinational and
Mong Kong corporations on private equity investments, joint ventures as well as regulatory compliance. He joined the
Group in March 2000.

Mr. CHEUNG Chung Leung, Richard — Director, aged 53, has 30 years of experience as an architect and real estate
investment adviser. He graduated from the University of Hong Kong with degrees of Bachelor of Arts {Architectural
Studies) and Bachelor of Architecture. He is a member of the Hong Kong Institute of Architects and a Registered
Architect pursuant to the Architects Registration Ordinance. He is an executive director of Beauforte Investars Corporation
Limited, a company listed on the main board of the Hong Kong Stock Exchange. He joined the Group in March 2000.

Mr. WU Wang Li — Director, aged 32, has over 9 years of experience in the auditing and accounting profession and
consulting services. He is a director of Skywise Cansultants Limited and is admitted to the status of Certified Practising
Accountant of CPA Austrabia. He joined the Group in September 2004,
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BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

SENIOR MANAGEMENT

Mr. TAM Ping Wah, aged 51, product and marketing director, is respansible for the product, sales and marketing
management. He has more than 21 years’ experience in electronic business. Being a graduate from Simon Fraser
University in Canada in 1979. Mr. Tam first worked at a leading electronics company operation in Hong Keng as
regional marketing manager and obtained extensive exposure to the North American and European markets. He
rejoined the Group in December 2005.

Mr. YEUNG Kam Tong, aged 53, is the director and general manager of E-Top PCB Limited and is responsible for the
overall PCB operations of the Group. He holds a bachelor degree in chemical engineering. Prior to joining the Group in
1991, he worked for several PCB manufacturers at management level and had over 14 years' operation and management
experience in PCB business.

Mr. Paul NG, aged 52, is the senior marketing manager responsible for the Group's sales and marketing activities
relating to electronic products. He has over 21 years' experience in sales and marketing. He joined the Group in 1988.

Mr. LEUNG Hung Tat, aged 41, is the general manager, responsible for the manufacturing operations of the Group’s
electronic products division. Prior to joining the Group in 1995, he worked as quality manager with an electronic
manufacturer listed in Hong Kong for 5 years.

Mr. FONG Wing Hon, aged 41, is the R & D manager, respensible for the Group's product design and development
and technical support. He holds a bachelor degree in electronic engineering and has over 11 years’ experience in
production engineering. He joined the Group in 1996.

Mr. WEI, Andrew Yick Siu, aged 37, is the senior business development manager with extensive experience in
Japanese market with more than 15 years. He graduated from the University of Toronto in 1992 with a bachelor
degree in Arts & Science. Mr. Wei worked in various leading Japanese trading companies and buying offices in the
electronics field before joining the Group in 2000.

Mr. KIANG Shun Hung, aged 36, is the senior marketing manager, responsible for the sales operation & marketing
activities of the Group's electronics product division and CDM/QEM product development team. He halds a bachelor
of degree in social sciences and has over 13 years' sales and marketing experience in consumer electronics business.
He joined the Group in 1998.

Ms. YAM Sui Kwai, aged 47, is the supply chain manager and is responsible for the Group's materials management.
She holds a bachelor degree in Business Administration and gets over 11 years experience in manufacturing. Before
joining the Group in 2005. She worked as a materials manager in @ public listed company for its LCD production plant
in Malaysia.




REPORT OF THE DIRECTORS

The directors herein present their report and the audited financial statements of the Company and the Group for the
year ended 31 December 2006.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The Group’s principal activities consisted of the design,
development, manufacture and sale of electronic products, the manufacture and sale of printed circuit boards, the
trading and distribution of electronic components and parts, the trading of listed equity investments and the provision
of loan financing. There were no significant changes in the nature of the Group's principal activities during the year.

RESULTS AND DIVIDENDS

The Group's loss far the year ended 31 December 2006 and the state of affairs of the Company and of the Group at
that date are set out in the financial statements on pages 23 to 93.

The Board does not recommend the payment of any dividend in respect of the year.
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REPORT OF THE DIRECTORS

SUMMARY FINANCIAL INFORMATION

A summary of the results of the Group for the last five financial reporting years and of its assets and liabilities, at the
respective financial reporting year end dates, as extracted from the published audited financial statements of the

Group, is set out below.

Year ended 31 December

2006 2005 2004 2003 2002
HK$000 HK$000 HK$ 000 HK$'000 HK$'000
RESULTS
TURNOVER 514,396 553,871 691,136 722,782 741,077
{LOSSYPROFIT AFTER
FINANCE CQOSTS (10,919) {5,005) 20,598 2,808 60,560
Share of profits less losses of associates (5,525) 1,997 2,791 1,727 5,797
(LOSSYPROFIT BEFORE TAX (16,444) (3,008) 23,389 4,635 66,357
Taxation (2,965) {1,520} {452) (1,778} (4,675)
(LOSSYPROFIT BEFORE
MINORITY INTERESTS (19,409) {4,528) 22,937 2,757 61,682
Minority interests 3,184 9,307 5,758 8,941 1,165
(LOSSYPROFIT FOR THE YEAR
ATTRIBUTABLE TO EQUITY
HOLDERS OF THE COMPANY (16,225) 4,779 28,695 11,698 62,847




SUMMARY FINANCIAL INFORMATION (Continued)

Year ended 31 December

REPORT OF THE DIRECTORS

2006 2005 2004 2003 2002
HKS°000 HK$'000 HK$°000 HK$'000 HK$'000

ASSETS AND LIABILITIES
FIXED ASSETS 104,761 113,485 171,530 185,769 201,955
INVESTMENT PROPERTIES 18,542 28,750 93,000 — —
NEGATIVE GOCDWILL —_— — (27.284) {40,346) (58,671}
INTERESTS IN ASSOCIATES 151,367 156,832 37,220 35,581 30,894
PREPAID RENTAL 1,166 1,803 2,640 3,377 4,114
RENTAL DEPOSITS — — — 388 972
DEFERRED PRODUCT

DEVELOPMENT COSTS 8,387 £,819 5,861 4,783 4,195
LOANS RECEIVABLE 562 1,000 2,000 - —
AVAILABLE-FOR-SALE

FINANCIAL ASSETS 33,612 27,364 — — —
CURRENT ASSETS 773,799 594,650 635,798 725,510 676,241
TOTAL ASSETS 1.092,196 930,863 920,765 915,062 859,700
CURRENT LIABILITIES 135,634 132,044 155,907 191,046 136,492
PROVISION FOR LONG

SERVICE PAYMENTS 570 570 949 1,243 1,465
DEFERRED TAX 1,319 2,053 3122 1,433 1,433
TOTAL LIABILITIES 137,523 134,667 159,978 193,722 139,390
NET ASSETS 954,673 796,196 760,787 721,340 720,310

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Company and the Group during the year are set out

in note 14 to the financiat statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company's share capital and share options during the year, tagether with the reasons

therefor, are set out in notes 32 and 34 to the financial statements.

There are no provisions for pre-emptive rights under the Company’s bye-laws or the laws of Bermuda which would

oblige the Company to offer new shares on a pro rata basis to existing shareholders.
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REPORT OF THE DIRECTORS

RESERVES

Details of movements in the reserves of the Campany and the Group during the year are set out in note 33 io the
financial statements and in the consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

At 31 December 2006, the Company’s reserves available for cash distribution and/or distribution in specie, calculated
in accordance with the Companies Act 1981 of Bermuda {as amended), amounted to HK$422,818,000. In addition,
the Company’s share premium account, in the amount of HK$365,359,000, may be distributed in the form of fully
paid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group's five largest customers accounted for 50% of the total sales for the year
and sales to the largest customer included therein amounted to 15% of the total sales. Purchases from the Group’s
five largest suppliers accounted for 30% of the total purchases for the year and purchases from the largest supplier
included therein amounted to 12% of the total purchases.

As far as the directors are aware, neither the directors, their associates (as defined in the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”)} nor those shareholders (which, to the
knowledge of the directors, own more than 5% of the Company’s issued share capital) had any interest in the Group’s
five largest customers or suppliers.

DIRECTORS
The directors of the Company during the year were:
Executive directors:

Mr. Yau Tak Wah, Paul {Chafrman)
Ms. Louie Mei Po

Ms. Wong Shin Ling, Irene

Mr. Tam Wing Kin

Independent non-executive directors:

Mr. Ng Wai Hung
Mr. Cheung Chung Leung, Richard
Mr. Wu Wang Li

In accordance with clause 87(1) of the Company’s bye-laws, Mr. Yau Tak Wah Paul, Ms. Wong Shin Ling Irene and, Mr.
Wu Wang Li will retire by rotation and, being eligible, will offer themselves for re-election at the forthcoming annual
general meeting.



REPORT OF THE DIRECTORS

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the directors of the Company and the senior management of the Group are set out on pages 7
to 8 of the annual report.

DIRECTORS’ SERVICE CONTRACTS

Mr. Wu Wang Li, an independent non-executive director, has renewed his service contract with the Company for a
term of one year from 27 September 2006 and subject to rotation and re-election in accordance with the bye-laws of
the Company. The annua! director fee is HK$120,000.

Apart from the foregoing, no director proposed for re-election at the forthcoming annua! general meeting has a
service contract which is not determinable by the Company within one year without payment other than statutory
compensation.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 31 December 2006, the interests of the directors in the share capital of the Company or its associated corporations
(within the meaning of part XV of the Securities and Future QOrdinance (the "SFQ")), as recorded in the register
required to be kept by the Company pursuant to Section 352 of the SFO, or as otherwise notified to the Company and
The Stock Exchange of Hong Kong Limited (the "Stock Exchange”) pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies, were as follows:

Percentage of the

Number of Company’s issued
Director ordinary shares held share capital
Mr. Yau Tak Wah, Paul 200,000 0.09
Ms. Louie Mei Po 1,178,571 0.52

Save as disclosed above, none of the directors had registered an interest or short position in the shares, underlying
shares or debentures of the Company or any of its associated corporations that was required to be recorded pursuant
to section 352 of the SFO, or as otherwise notified to the Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directars of Listed Companies.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES

Save as disclosed in the share option scheme disclosures in note 34 1o the financial statements, at no time during the
year was the Company or any of its subsidiaries a party to any arrangement to enable the Company's directors, their
respective spouse or minor children, to acquire benefits by means of the acquisition of shares in or debentures of the
Company or any other body corporate.
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REPORT OF THE DIRECTORS

DIRECTORS’ INTERESTS IN CONTRACTS

No director had a material interest, either directly or indirectly, in any contract of significance to the business of the
Group to which the Company or any of its subsidiaries was a party during the year.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2006, the following interest of 5% or more in the issued share capital of the Company was
recorded in the register of interests required to be kept by the Company pursuant to Section 336 of the SFO:

Number of Percentage of

ordinary shares the Company’s

Name Note held issued share capital
Winspark Venture Limited 1 147,951,114 £5.82

As at 31 December 2006, so far as is known to, or can be ascertained after reasonable enquiry by, the directors, the
following persons (other than the directars or the chief executive of the Company) had an interest or short position in
the shares or underlying shares which would fall to be disclosed to the Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFO:

(i) Long positions in the shares:
Number of Percentage of
ordinary shares the Company's
Name Note held issued share capital
Winspark Venture Limited 1&2 215,351,114 95.81
Mr. Chan Yuen Ming 2&3 215,351,114 95.81
Pan-China Construction Group Limited 33,700,000 14.99




REPORT OF THE DIRECTORS

(i) Short positions in the shares:

Number of
ordinary shares

Percentage of
the Company’s

Name Note held issued share capital
Winspark Venture Limited 1 33,700,000 14.99
Mr. Chan Yuen Ming 3 33,700.000 14.99
Notes:

(1 The entire issued share capital of Winspark Venture Limited is directly, beneficially and wholly owned by Mr. Chan

Yuen Ming.

v

(2) The interests include (i} the 147,951,114 share held by Winspark Venture Limited as at 31 December 2006, {ii} the
rights t¢ 33,700,000 option shares under the call option granted by the Company to Winspark Venture Limited, and
{iii) the rights to 33,700,000 shares held by the Pan-China Group under a call option granted by the Pan-China
Group to Winspark pursuant to which Winspark may require the Pan-China Group to transfer such Shares held by it
to Winspark in case of default of payment under the sale and purchase agreement dated 22 September 2006.

(3) Mr. Chan Yuen Ming beneficially and wholly owns Winspark Venture Limited. Mr. Chan is therefore deemed to be

interested in the shares under the provisions of Divisions 2 and 3 of Part XV of the SFO.

Save as disclosed above, no person, other than the directors of the Company, whose interests are set out in the section
“Directors’ interests and short positions in shares and underiying shares” above, had registered an interest or short
position in the shares or underlying shares of the Company that was required to be recorded under Section 336 of the

SFO.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of the Company's listed securities

during the year.

CONNECTED AND RELATED PARTY TRANSACTIONS

Details of the connected and related party transactions are set out in note 40 to the financial statements.

POST BALANCE SHEET EVENTS

Details of the significant post balance sheet events of the Group are set out in note 42 to the financial statements.
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REPORT OF THE DIRECTORS

CORPORATE GOVERNANCE
The Company's Corporate Governance Report is set out on pages 17 to 20.
PUBLIC FLOAT

As at the date of this report, the Company has maintained the prescribed public float under the Listing Rules, based on
the information that is publicly available to the Company and within the knowledge of the Company's directors.

AUDITORS

|
|
|
‘ A resolution for the re-appointment of CCIF CPA Limited as the auditors of the Company for the ensuing year will be
| proposed at the forthcoming annual general meeting.

On behalf of the Board

Yau Tak Wah, Paul
Chairman

Hong Kong, 23 April 2007

R MY (ERy | ==
panwWIT SGUPIOH [BUOiBLIAW] Mosowol  E3Y




CORPORATE GOVERNANCE REPORT

The board of director (the “Board”) of Tomorrow International Holdings Limited (the “Company*) has been committed
to maintaining the high level of corporate governance within the Company and its subsidiaries (the “Group”} in order
ta enhance the transparency in disciosure of material information. The Board considers such commitment is essential
for internal management, financial management and protection of shareholders’ interests and believes that maintaining
a high standard of corporate governance benefits all shareholders, investors, and its business as a whole. The Company
has applied the principles and complied with the requirements of the Code on Corporate Governance Practices (the
“CG Code") as set out in Appendix 14 of the Rules Governing the Listing of Securities (the “Listing Rules”) on The
Stock Exchange of Hong Kong Limited.

THE BOARD

The Board is responsible for reviewing, evaluating and finalizing the Company’s strategies and policies, annual budgets,
business plans and performance, and has full access to adequate, reliable and timely information on the Group so as
to enable them to make a timely decision. It also has the collective respansibility for leadership and control of, and for
promoting the success of, the Group by directing and supervising the Group’s affairs.

One of the rotes of the Board is to protect and enhance shareholder value. The Board acts with integrity and due care
for the best interests of the Company and its shareholders. Leading the Group in a responsible and effective manner,
the Board adopts formal terms of reference which detail its functions and responsibilities, including, but not limited to,
ensuring competent management, approving objectives, strategies and business plans and monitoring integrity in the
Company’s conduct of affairs. The management is obliged to supply the Board with adequate information in a timely
manner to enable the members to make informed decisions and to discharge their duties and responsibilities. Each
director has separate and independent access to the Group’s senior management to acquire more information and to
make further enquiries if necessary.

During the financial year ended 31 December 2006, the Board held four regular meetings at approximately quarterly
intervals according to the CG Code. The attendance of each director is set out an page 20.

Under the CG Code Provision A.2.1, the roles of chairman and chief executive officer should be separate and should
not be performed by the same individual.

The Company does not appoint chief executive officer. In view of the existing structure of the Board and the operation
of the Group, the Board believes that the present structure of the Board will provide a strong leadership for the Group
to implement prompt decisions and to formulate efficient strategies, which is for benefits of the Group. Moreover, the
day-to-day operations of the Group’s businesses are shared among those executive directors and the management of
the Company. Therefore, there should be a clear division of the responsibilities at the board level to ensure a balance
of power and authority, so that power is not concentrated in any one individual.

Together with a balanced of skill and experience for the business of the Group, a balanced composition of executive
and independent non-executive director of the Board shall exercise effective independent judgment. Currently the
Board is comprised four executive directors namely Mr. Yau Tak Wah, Paul, Ms. Louie Mei Po, Ms. Wong Shin Ling,
Irene, and Mr. Tam Wing Kin and three independent non-executive directors, namely Mr. Ng Wai Hung, Mr. Cheung
Chung Leung, Richard and Mr. Wu Wang Li. Each one of them has different professional and industrial experience,
which enable them to make valuable and diversified advice and guidance to the Group’s activities and development.
The Company has received, from each of the independent non-executive directors, an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. The Company considers all of the independent non-executive
directors are independent.
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CORPORATE GOVERNANCE REPORT

Under the CG Code Provision A.4.1, non-executive directors should be appointed for a specific term, subject to reelection.

During the period, two independent non-executive directors of the Company, namely Mr. Ng Wai Hung and Mr,
Cheung Chung Leung, Richard, are not appointed for any specific fixed term and one independent non-executive
director, Mr, Wu Wang Li, is appointed for the term of one year from 27 September 2006. In accordance with the Bye-
Laws of the Company {the "Bye-Laws"), at each annual general meeting of the Company one third of the directors
shall retire from office by rotation. The Board considers that sufficient measures will be taken to ensure the corporate
governance practices of the Company are not less exacting than those in the CG Code.

REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

Under the CG Code Provision B.1, the issuers should establish a remuneration committee with specific written terms
of reference which deal clearly with its authority and duties.

Currently, there is no remuneration committee in the Board. Meanwhile, the Board conducts an informal assessment
of the individual director's contribution so that no director decides his or her own remuneration and their remuneration
has been relatively stable in the past years. All employees are remunerated based on industry practice and in accordance
with the prevailing labour law. In Hong Kong, apart from basic salary, staff benefits include medical insurance;
performance related bonuses and mandatory provident fund would be provided by the Group. The remuneration
committee will be established and the Board will review and formulate its terms of reference in accordance with the
CG Code in due course.

ACCOUNTABILITY AND AUDIT

The Board is responsible to ensure the preparation of the financial statements of the Company and the Group in
accordance with the relevant statutory requirements and applicable accounting standards and to ensure the published
financial statements should be in a timely manner and can provide a true and fair view of the business and financial
information of our Group. In preparing the financial statements, the Board has adopted Hong Kang Financial Reporting
Standards, Hong Kong Accounting Standards and Interpretations issued by the Hong Kong Institute of Certified Public
Accountants and accounting principles generally accepted in Hong Kong and the disclosure requirement of the Hong
Kong Companies Ordinances that are relevant to its operations.

The Board was not aware of any material uncertainties relating to events or conditions that might cast significant
doubt upon the Group's ability to continue as a going concern, the Board has prepared the financial statements on a
going concern basis.

The audit committee comprises three independent non-executive directors {the "Audit Committee”) and reports to
the Board. The Audit Committee meets with the Group’s senior management regularly to review the effectiveness of
the internal control systems and the interim and annual reports of the Group.

The Audit Committee is mainly responsible for—

i) making recommendation to the Board on the appointment, re-appointment and removal of the auditors and to
approve the remuneration and terms of engagement of the auditors and any questions of resignation or dismissal;

ii) reviewing and monitoring the independence and cbjective of the auditors and the effectiveness of the audit
process in accordance with applicable standard;



CORPORATE GOVERNANCE REPORT

iii) liaising with the Board, senior management and the auditors to monitor the integrity of financial statements,
the interim and annual reports particular on its accounting policies and practices and compliance with accounting
standards, the Listing Rules and other legal requirements in relation to financial reporting;

iv) reviewing the financial control, internal control and risk management system to ensure the management of the
Company discharge its duty to have an effective internal control system;

V) reviewing of the report and management letter submitted by external auditors; and

vi) considering any findings of major investigations of internat control matters as delegated by the Board or on its
own initiative and management’s response.

During the year, the Audit Committee reviewed the audited financial results of the Group for the year ended 31
December 2006 and the accounting principies and practices adopted by the Group also reviewed the adequacy and
effectiveness of the Company’s internal control systems.

INTERNAL CONTROL

The Board, through the Audit Committee, has reviewed the effectiveness of the Group’s internal control system covering
all material controls, including financial, operational and compliance controls and risk management functions. Areas
for improvernent have been identified and appropriate measures taken so as to safequard the shareholders' investment
and the Company's assets.

DELEGATION BY THE BOARD

The Board is responsible for determining the overall strategy and corporate development and ensuring the business
operations are properly menitored. The Board reserves the right to decide all policy matters of the Group and material
transactions. The Board delegates the day-to-day operations to genera! managers and department heads who are
responsible for different aspects of the operations of the Group.

COMMUNICATION WITH SHAREHOLDER

The Company believes in regular and timely communication with shareholders as part of its efforts to help shareholders
understand its business better and the way the Company operates. To promote effective communication with the
public at large, the Company maintains a website {http://www.tihl.com.hk) on which comprehensive information
about the Company's major businesses, financial information and announcements, annual and interim reports and
shareholders circulars are being made available.

The Board is endeavour to maintain an on-going dialogue with shareholder. The chairman of the Board and member of
the Audit Committee should attend the annual general meeting to answer questions.
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CORPORATE GOVERNANCE REPORT

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 of the Listing Rules for directors’ securities
transactions. Having make specific enquiries of all directors of the Company, they have confirmed that they complied
with required standard set cut in the Model Code throughout the accounting period covered by the annual report.

DIRECTORS” ATTENDANCE AT BOARD AND AUDIT COMMITTEE

The Board Audit Committee
Number of Number of

meeting  Attendance meeting  Attendance
Executive Director
Mr. Yau Tak Wah, Paul (Chalirman of the Board) 4 4 4 N/A
Ms. Louie Mei Po 4 4 4 N/A
Ms. Wong Shin Ling, Irene 4 4 4 N/A
Mr. Tam Wing Kin 4 4 4 N/A
Independent non-executive Director
Mr. Ng Wai Hung (Chairman of the Audit Committee) 4 4 4 4
Mr. Cheung Chung Leung, Richard 4 4 4 4
Mr. Wu Wang Li 4 4 4 a4




INDEPENDENT AUDITOR’S REPORT

®

CCIF
CCIF CPA LIMITED

37/F Hennessy Centre
500 Hannessy Road

Auditor's Report to The Shareholders Of Gaveway Boy Hong Kong

Tomorrow International Holdings Limited
{(Incorporated In Bermuda With Limited Liability)

We have audited the consolidated financiat statements of Tomorrow International Holdings Limited (the " Company™)
and its subsidiaries (the “Group”) set out on pages 23 to 93, which comprise the consolidated and company balance
sheets as at 31 December 2006, and the consolidated income statement, the consoclidated statement of changes in
equity and the consolidated cash flow statement for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation and the true and fair presentation of these financial
statements in accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified
Public Accountants and the disclosure requirements of the Hong Kong Companies Ordinance. This responsibility includes
designing, implementing and maintaining internal control relevant to the preparation and the true and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these financial statements based on our audit and to report our opinion
solely to you, as a body, and for no other purpose. We do not assume responsibility towards or accept liability to any
other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance as to whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and true and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion an the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by the directors, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinien.
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INDEPENDENT AUDITOR’S REPORT

OPINION

In our opinicn, the consolidated financial statements give a true and fair view of the state of affairs of the Company
and of the Group as at 31 December 2006 and of the Group’s loss and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

CCIF CPA Limited
Certified Public Accountants

Hong Kong, 23 April, 2007

Choi Man On, Andy
Practising Certificate Number P02410
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CONSOLIDATED INCOME STATEMENT

For the Year ended 31 December 2006

2006 2005
Note HK$°000 HK$°000
TURNOVER 6 514,396 553,871
COST OF SALES (443,124) (473,975)
GROSS PROFIT 71,272 79,896
Other revenue 7 31,069 26,196
Gain/{Loss) on disposal of properties held for sale 5 (143)
Gain on disposal of controlling interest in Swank A41(a) — 42,244
Gain on disposal of a subsidiary 41(b) 557 —
Gain on disposal of investment properties — 2,715
Reversal of previous revaluation
deficits of leasehold buildings, net —_ 5,270
Write back of over-provision against properties held for sale — 200
Net loss arising from fair
value change of investment properties (889) {490)
Distribution costs {13,086) {18,359)
Administrative expenses {98,334) {94,712)
Other operating expenses {13) (2,822)
{LOSS)/PROFIT FROM OPERATING ACTIVITIES 8 (9,419) 39,995
Impairment loss on a loan receivable 22{a) (1,500} {(45,000)
Impairment loss on interest in associates (5,525} —
Share of results of associates — 1,997
LOSS BEFORE TAXATION (16,444) {3,008)
TAXATION 11 (2,965) (1,520)
LOSS FOR THE YEAR {19,409) (4.528)
Attributable to:
Equity holders of the Company 12 {16,225) 4,779
Minority interests {3.184) (9,307)
(19.409) (4,528)
(Loss)/Earnings per share for (loss)/profit attributable
to the equity holders of the Company during the year
Basic 13 (9.8) cents 5.1 cents
Diluted N/A N/A

The notes on pages 30 to 93 form an integral part of these financial statements.
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CONSOLIDATED BALANCE SHEET

As at 31 December 2006

2006 2005
Note HK$'000 HK$'000
ASSETS
Non-current assets
Property, plant and equipment 14 94,704 103,178
Leasehold land and land use rights 15 10,057 10,307
Investment properties 16 18,542 28,750
interests in associates 18 151,367 156,892
Prepaid rental 19 1,166 1,903
Deferred product development costs 20 8,387 6,819
Available-for-sale financial assets 21 33,612 27,364
Loans receivable 22 562 1,000
318,397 336,213
Current assets
Properties held for sale 23 5,439 6,200
Financial assets at fair value through profit or oss 24 13,217 2,465
Inventories 25 64,559 67,540
Accounts receivable 26 35,039 62,892
Bills receivable 978 —
Loans receivable 22 71.876 6,046
Interest receivable on loans 2B 12
Prepayments, deposits and other receivables 27 26,933 52,720
Cash and cash equivalents 28 619,730 396,775
773,799 594,650
LIABILITIES
Current liabilities
Accounts payable 29 82,899 71,658
Other payables and accruals 31,068 40,017
Tax payable 21,667 20,369
135,634 132,044
Net current assets 638,165 462,606
Total assets less current liabilities 956,562 798,819
Non-current liabilities
Provision far long service payments 30 570 570
Deferred tax liabilities 31 1,319 2,053
1,889 2,623
NET ASSETS 954,673 796,196




CONSOLIDATED BALANCE SHEET

As at 31 December 2006

2006 2005
Note HKS$'000 HK$'000
CAPITAL AND RESERVES
Issued capital 32 8,991 2,861
Reserves 33(a) 936,783 781,252
Equity attributable to equity holder of the Company 945,774 784,113
Minaority interests 8,899 12,083
Total equity 954,673 796,196
Approved and authorised for issue by the board of directors on 23 April, 2007
On behalf of the board
Yau Tak Wah, Paul Louie Mei Po

Director Director

The notes on pages 30 to 93 form an integral part of these financial statements.
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BALANCE SHEET

As at 31 December 2006

2006 2005
Note HK$°000 HK$ 000
ASSETS
Non-current assets
Property, plant and equipment 14 —_ 7
Interests in subsidiaries 17 438,465 350,360
438,465 350,367
Current assets
Prepayments, deposits and other receivables 729 980
Tax récoverable 14 14
Cash and cash eguivalents 23 360,959 264,062
361,702 265,056
LIABILITIES
Current liabilities
"Other payables and accruals 2,692 1,889
Net current assets 359,010 263,167
Total assets less current liabilities 797,475 613,534
Non-current liabilities
Provision for long service payments 30 230 230
NET ASSETS 797,245 613,304
CAPITAL AND RESERVES
Issued capital 32 8,991 2,861
Reserves 33(b} 788,254 610,443
Total equity 797,245 613,304

Approved and authorised for issue by the board of directors on 23 April, 2007

On behalf of the board

Yau Tak Wah, Paul
Director

The notes on pages 30 to 93 form an integral part of these financial statements.

Louie Mei Po
Director




CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2006

Attributable to equity holders of the Company

Fair value
reserve for
avaitable-
Exchange Capital  Property Investment  for-sale
Share Share fluctuation  Capital Contributed redemption revaluation property  financial  Retained Mirarity Total
capital premium  reserve  reserve  surplus  reserve  reserve reserve assets profits Total  interests equity
HKS000  KKS'O00  HK'000  HKS'000  HKS'000  HKS'000  HWKS'000  HKY'000  HKS'GO0  HKYODD  HKS'000  HKE'D00  HKS'DO00
A1 1 January 2005 3801 200,55 1,941 801 283208 n - 1963 - M3 73965t 2,136 760,787
— Opening adjustments
for the adoption of
—HKAS 40 - - - - - - - {7.963) - 7,963 - - -
—HKFRS 3 - - - - - - - - - 27,030 noe 54 3284
As restated 2861 200,556 1,94 801 283,208 n - - — 7236 766881 1390 7880M
Arising from revaluation
of leasehold buildings - - - - - - b - - - b - b
increase in fair vaiue of
avaiable- for- sale
finandial assets - - - - - - - - 15,620 - 15,620 — 15500
Exchange rezlignment - — (2973 - - - - - - - .91 - (2973
Net gains and kosses not
recognised in the
income statement - - 12.973) - - - 6 - 15,620 - 12,653 - 12,653
Profitilloss) for the year - - - - - - - - - 4179 4779 (9,300 {4,528
Ai 31 December 2005 ang
1 Janyary 2006 2861 2005% {1,031) BOr 283,208 n b - 15620 282015 784113 12083 196,1%
Avising from revaluation of
leasehold buildings - - - - - - 707 - - - w07 - 707
Increase in fair value of
available- for- sale
financial assets - - - - - - - - 5,148 - 6,248 - 6,248
Exchange rezlignment - - { - - - - - - - {2 - {2
Net gains and losses not
recogaised in the income
statement 2861 20055 (1,033) 8% 283202 n 13 —  NBE 282015 791,006 12,083 803,149
fssue of shares 3576 169,853 - - - - - - - - 11348 - 348
Share issue expense - 4% - - - - - - - - 12.298) - {245
Bonus shares 2,554 {2,554) - — — - - - - - - - -
Loss for the year - - - - - - - - - Ry neny {3,189y {19,409)
At 31 December 2006 8991 3#53%9 (1,033 801 283208 I 7i3 - 1868 65790 945TH4 8809 954673

The notes on pages 30 te 93 form an integral part of these financial statements.
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CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31 Decernber 2006

2006 2005
Note HKS$'000 HK$ 000
LOSS BEFORE TAXATION (16,444) (3,008)
Adjustments for:
Reversal of previous revaluation deficits of
leasehold buildings, net — (5,270)
Write back of provision against properties held for sale — (200)
Share of profits less losses of associates — {1,997)
Bank interest income (21,383) {9,025)
Other interests income (16) (7,102)
Dividend income from financial asset through profit and loss (288) {106)
Gain on disposal of controlling interest in Swank 41(a) — (42,244)
Gain on disposal of a subsidiary 41(b} (557) —
Gain on deregistration of subsidiaries — {2,973)
Impairment loss on interest in associates 5.525 —
{Gain)/loss on disposal of properties held for sale (5) 143
Depreciation on property, plant and equipment 23,021 26,539
Amortisation of leasehold land and land use rights 250 252
Amortisation of prepaid rental 737 737
Amortisation of deferred product development costs 1,921 1,641
Write back of provision for impairment
loss on inventories (661) —
Provision for inventories — 1,190
Impairment loss on a loan receivable 1.500 45,000
Loss on disposal of property, plant and equipment 356 44
Impairment loss on accounts receivable 6,042 —
Gain in value of financial assets
at fair value through profit or loss (987) —
Gain on disposal of financial asset
at fair value through profit or loss (4.710) (72)
Gain on disposal of investment properties —_ (2,715)
Net loss arising from fair value change of
investment properties 889 490
Operating (loss)/profit before working capital changes (4.810) 1,324
Additions to deferred product development costs (3.489) (2,599)
Increase in balances with assaciates, net — (2,183)
Decrease in financial assets
at fair value through profit or loss —_ 4,122
Decrease/{increase) in inventories 3,642 (6,542)
Decrease in accounts receivable 21,811 9,081
{Increase)/decrease in bills receivable (4,308) 574
Decrease/{increase) in loans receivable 6,323 (48,979)
Decrease in interest receivable on loans — 7
Decrease/{increase) in prepayments,
deposits and other receivables 25,787 (20,156)
Increase/(decrease) in accounts payable 11,241 (683)
(Decrease)/increase in other payables and accruals (8,949) 19,508
Cash generated/(used) from operations 47,248 (46,526)
Income tax paid (1,844) (1,503)
NET CASH INFLOW/(OUTFLOW) FROM
OPERATING ACTIVITIES 45,404 (48,029)




CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31 December 2006

2006 2005
Note HK$'000 HK$000
INVESTING ACTIVITIES
Purchase of property, plant and equipment (14,479) (9,632)
Proceeds from disposal of property, plant and equipment 281 543
Purchase of investment properties (17,572) (6,740)
Proceeds from disposal of investment properties 5.241 73,215
Purchase of available-for-sale financial assets - (11,744)
Purchase of properties held for sale (5,439) (5,870)
Proceeds from disposal of properties held for sale 6,205 5,727
Purchase of financial assets at fair value through profit or loss (61,089) —
Proceeds from disposal of financial asset
at fair value through profit and loss 56,034 976
Dividend received from financial assets through profit or loss 238 106
Interest received 21,383 9,025
Net cash outflow from disposal of
controlling interest in Swank 41{a) — {8,526}
Net cash inflow from disposal of a subsidiary 41(b) 15,765 — ‘
NET CASH INFLOW FROM INVESTING ACTIVITIES 6,618 47,080
FINANCING ACTIVITIES
Net cash inflow from share issue 173,429 —
Share issue expense (2.496) -
NET CASH INFLOW FROM FINANCING ACTIVITIES 170,933 —
NET INCREASE/{(DECREASE) IN CASH
AND CASH EQUIVALENTS 222,955 (949)
CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE YEAR 396,775 397,724
CASH AND CASH EQUIVALENTS AT END OF THE YEAR 619,730 396,775

The notes on pages 30 to 93 form an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

1.  BASIS OF PREPARATION

a)

b)

General

The Company is incorporated in the Bermuda as an exempted company with limited liability and its
shares are listed on The Stock Exchange of Hong Kong Limited {the "Stock Exchange”). The addresses of
the registered office and principal place of business of the Company are disclosed in the corporate
information section to the annual report.

The principal activity of the Company is investrment holding. During the year, the Group's principal
activities consisted of the design development, manufacture and sale of electronic products, the
manufacture and sale of printed circuit boards ("PCBs"), the trading and distribution of electronic
components and parts, the trading of listed equity investments and the provision of loan financing.
There were no significant changes in the nature of the Group’s principal activities during the year.

Basis of consolidation

The Group financial statements include the financial statements of the Company and its subsidiaries for
the year ended 31 December 2006. The results of the subsidiaries acquired or disposed of during the
year are consolidated from or to their effective dates of acquisition or disposal, respectively. All significant
intercompany transactions and balances within the Group are eliminated on consolidation.

The gain or loss on the disposat of a subsidiary represents the difference between the proceeds of the
sale and the Group's share of its net assets together with any goodwill or capital reserve which was not
previously charged or recognised in the consolidated income statement.

Minority interests represent the interests of outside shareholders in the results and net assets of the
Company’s subsidiaries.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a)

Statement of compliance

These financial statements have been prepared in accordance with all applicable Hong Keng Financial
Reporting Standards (“HKFRSs"), which collectively inciude all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards {"HKASs”) and Interpretations issued by the
Hong Kong Institute of Certified Public Accountants {"HKICPA"), accounting principles generally accepted
in Hong Kong and the disclosure requirernents of the Hong Kong Companies Ordinance, These financial
staterments also comply with the applicable disclosure provisions of the Rules Governing the Listing of
Securities on the Stock Exchange. A summary of the significant accounting policies adopted by the
Group is set out below.

The HKICPA has issued certain new and revised HKFRSs that are first effective or available for early
adoption for the current accounting period of the Group and the Company. Note 3 provides information
on the changes in accounting policies resulting from initial application of these developments to the
extent that they are relevant to the Group for the current and prior accounting periods reflecied in these
financial statements.




NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued;

b)

C)

Basis of presentation of financial statements

The financial statements are in Hong Kong dollars ("HK$"), rounded to the nearest thousand. The
measurement basis used in the preparation of the financial statements is the histarical cost basis, except
that the following assets and liabilities are stated at their fair value as explained in the accounting
policies set out below:

— financial instruments classified, as available-for-sale investments (see note 2(e)), as certain buildings
(see note 2{(g)), as investment properties (see note 2(f)), as properties held for sales {see note
2(k)) or as financial assets at fair value through profit or loss (see note 2(e)).

The consolidated financial statements for the year ended 31 December 2006 comprise the Company
and its subsidiaries.

The preparation of financial statements in conformity to HKFRSs requires management to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets, liabilities, income and expenses. The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be reasonable under the circumstances, the
results of which form the basis of making the judgements about carrying values of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in the pericd of the revision and future periods if the revision affects both current and future
periods.

Judgements made by management in the application of HKFRSs that have significant effect on the
financial statements and estimates with a significant risk of material adjustment in the next year are
discussed in note 4.

Subsidiaries

Subsidiaries are entities controlled by the Group. Control exists when the Group has the power to
govern the financial and operating policies of an entity so as to obtain benefits from its activities. In
assessing control, potential voting rights that presently exercisable are taken into account.

An investment in a subsidiary is consolidated into the consolidated financial statements from the date
that control commences untit the date that control ceases. Intra-group balances and transactions, and
any unrealised profits arising from intra-group transactions, are eliminated in full in preparing the
consolidated financial statements. Unrealised losses resulting from intra-group transactions are eliminated
in the same way as unrealised gains but only to the extent that there is no evidence of impairment,
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

2,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

c)

d)

Subsidiaries (Continued)

Minority interests represent the portion of the net assets of subsidiaries atiributable to interests that are
not owned by the Company, whether directly or indirectly through subsidiaries, and in respect of which
the Group has not agreed any additional terms with the holders of those interests which would result in
the Group as a whole having a contractual obligation in respect of those interests that meets the definition
of a financial liability. Minority interests are presented in the consolidated balance sheet within equity,
separately from equity attributable to the equity shareholders of the Company. Minority interests in the
resuits of the Group are presented on the face of the consolidated income statement as an allocation of
the total profit or loss for the year between minority interests and the equity shareholders of the Company.

Where losses applicable to the minarity exceed the minerity’s interest in the equity of a subsidiary, the
excess, and any future losses applicable to the minority, are charged against the Group's interest except
to the extent that the minority has a binding obligation to, and is able to, make additional investment to
cover the losses. {f the subsidiary subsequently repaorts profits, the Group’s interest is allocated all such
profits until the minority’s share of losses previously absorbed by the Group has been recovered.

In the Company’s balance sheet, an investment in a subsidiary is stated at cost less impairment losses
(see note 2{){i)).

Associates

An associate is an entity in which the Group or Company has significant influence, but not control or
joint control, over its management, including participation in the financial and operating policy decisions.

An investment in an associate i3 accounted for in the consolidated finanaial statements under the equity
method and is initially recorded at cost and adjusted thereafter for the post acquisition change in the
Group's share of the associate’s net assets, unless it is classified as held for sale (see note 2{e)).

The consolidated income statement includes the Group's share of the post-acquisition, post-tax results
of the associates for the year, including any impairment loss on goodwill relating to the investment in
associates recognised for the year (see note 2(1){(i)). When the Group's share of losses exceeds its interest
in the associate, the Group’s interest is reduced to nil and recognition of further losses is discontinued
except to the extent that the Group has incurred legal or constructive obligations or made payments on
behalf of the associate.

For this purpose, the Group's interest in the associate is the carrying amount of the investment under
the equity method together with the Group’s long-term interests that in substance form part of the
Group's net investment in the associate.




NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

e)

Other investment in debit and equity securities

The Group’s and the Company’s policies for investments in debt and equity securities, other than
investments in subsidiaries, associates and jointly controlled entities, are as follows:

Investments in securities held for trading are classified as current assets and are initially stated at fair
value. At each balance sheet date the fair value is remeasured, with any resultant gain or loss being
recognised in profit and loss.

Dated debt securities that the Group and/or the Company have the positive ability and intention to hold
to maturity are classified as held-to-maturity securities. Held-to-maturity securities are initially recognised
in the balance sheet at fair value plus transaction costs. Subsequently, they are stated in the balance
sheet at amortised cost less impairment losses (see note 2(1){i)).

Investments in equity securities that do not have a quoted market price in an active market and whose
fair value cannot be reliably measured are recognised in the balance sheet at cost less impairment losses
(see note 2(()).

Other investments in securities which do not fall into any of the above categories are classified as
available-for-sale investments and are initially recognised at fair value plus transaction costs. At each
balance sheet date the fair value is remeasured, with any resultant gain or loss being recognised directly
in equity, except foreign exchange gains and losses in respect of monetary items such as debt securities
which are recognised directly in profit or loss. Where these investments are interest-bearing, interest
calculated using the effective interest method is recognised in profit or loss. When these investments are
derecognised or impaired {see note 2(I}(i}), the cumulative gain or loss previously recognised directly in
equity is recognised in profit or loss.

Investments are recognised/derecognised on the date the Group and/or the Company commits to
purchase/sell the investments or they expire.

Investment properties

Investment properties are land and/or buildings which are owned or held under a leasehold interest to
earn rental income, for capital appreciation or for a currently undetermined future use.

Investment properties are stated in the balance sheet at fair value. Any gain or loss arising from a
change in fair value or from the retirement or disposal of an investment property is recognised in profit
or loss. Rental income from investment properties is accounted for as described in note 2(t)(vii).

when the Group holds a property interest under an operating lease to earn rental income and/or for
capital appreciation, the interest is classified and accounted for as an investment property on a property-
by-property basis. Any such property interest which has been classified as an investment property is
accounted for as if it were held under a finance lease (see note 2(j})), and the same accounting policies
are applied to that interest as are applied to other investment properties leased under finance leases.
Lease payments are accounted for as described in note 2(j).
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued;

f)

g)

Investment properties (Continued)

Property that is being constructed or developed for future use as investment property is classified as
property, plant and equipment and stated at cost until construction or development is complete, at
which time it is reclassified as investment property at fair value. Any difference between the fair value of
the property at that date and its previous carrying amount is recognised in profit or loss.

Property, plant and equipment

The following items of property, plant and equipment are stated in the balance sheet at cost less
accumulated depreciation and impairment losses (see note 2(I(if}.

— buildings held for own use which are situated on leasehold land, where the fair value of the
building could be measured separately from the fair value of the leasehold land at the inception
of the lease {see note 2(j)}; and

—_ other items of plant and equipment.

Changes arising on the revaluation of properties held for own use are generaliy dealt with in reserves.

The only exceptions are as follows:

— when a deficit arises on revaluation, it will be charged to profit or loss to the extent that it
exceeds the amount held in the reserve in respect of that same asset immediately prior to the
revaluation; and

— when a surplus arises on revaluation, it will be credited to profit or loss to the extent that a deficit
on revaluation in respect of that same asset had previously been charged to profit or loss.

Gains or losses arising from the retirement or disposal of an item of property, plant and equipment
are determined as the difference between the net disposal proceeds and the carrying amount of
the item and are recognised in the profit or loss on the date of retirement or disposal. Any related
revaluation surplus is transferred from the revaluation reserve to retained profits.




NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

8

h)

Property, plant and equipment (Continued)

Depreciation is calculated to write off the cost of valuation of items of property, plant and
equipment, less their estimated residual value, if any, using the straight-line method over their
estimated useful lives as follows:

— Buildings situated on leasehold land 25 years

— Leasehold improvements 2 - 20 years
— Plant and machinery 5- 15 years
— Furniture, fixtures and office equipment 5 - 10 years
— Motor vehicles 5 years

Where parts of an item of property, plant and equipment have different useful lives, the cost or

valuation of the item is allocated on a reasonable basis between the parts and each part is

depreciated separately. Both the useful life of an asset and its residual value, if any, are reviewed
‘ annually.

Construction-in-progress

Construction-in-progress represents pfant and properties under construction and equipment pending
installation, and is stated at cost less impairment losses (see note 2{)(ii)). Cost comprises direct costs of
construction as well as interest charges during the periods of construction and installation. Capitalisation
of these costs ceases and the construction-in-progress is transferred to property, plant and equipment
when the asset is substantially ready for its intended use, notwithstanding any delays in the issue of the
relevant commissioning certificates by the relevant authorities in the PRC.

Deferred product development costs
Research and development expenditures
Expenditure on research activities is recognised as an expense in the period in which it is incurred.

Expenditure on development activities is capitalised if the product or process is technically and commercially
feasible and the Group has sufficient resources and the intention to complete development. The
expenditure capitalised includes the costs of materials, direct labour, and an appropriate proportion of
overheads and borrowing costs, where applicable. Capitalised development costs are stated at cost less
accumulated amortisation and impairment losses (see note 2{I}ii)). Other development expenditure is
recognised as an expense in the periad in which it is incurred.
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued;

i)

k)

Deferred product development costs (Continued)

Research and development expenditures (Continued)

Amortisation of intangible assets with finite useful lives is charged to income statement on a straight-
line basis over the assets’ estimated useful lives. The following intangible assets with finite useful lives
are amortised from the date they are available for use and their estimated usefu! lives are as follows:

— capitalised development costs 7 years

Both the period and method of amortisation are reviewed annually.

Leases

Leases are classified as finance leases whenever the terms of lease transfer substantially all the risks and
rewards of ownership to the leasee. All other leases are classified as operating leases.

Where the Group has the use of assets held under aperating leases, payments made under the leases
are charged to profit or loss in equal instalments over the accounting periods covered by the lease term,
except where an alternative basis is more represeniative of the pattern of benefits to be derived from
the leased asset. Lease incentives received are recognised in profit or loss as an integral part of the
aggregate net lease payments made. Contingent rentals are charged to profit or loss in the accounting
period in which they are incurred.

The cost of acquiring land held under an operating lease is amortised on a straight-line basis over the
period of the lease term.

Properties held for sale

Properties held for sale are stated at the lower of carrying amount and net realisable value. Carrying
amount is the lower of cost less impairment losses and valuation.



NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

)  Impairment of assets

i)

Impairment of investments in debt and equity securities and other receivables

Investments in debt and equity securities and other current and non-current receivables that are
stated at cost or amortised cost or are classified as available-for-sale securities are reviewed at
each balance sheet date to determine whether there is objective evidence of impairment. If any
such evidence exists, any impairment toss is determined and recognised as follows;

— For unquoted equity securities and current receivables that are carried at cost, the
impairment loss is measured as the difference between the carrying amount of the financial
asset and the estimated future cash flows, discounted at the current market rate of return
for a simitar financial asset where ihe effect of discounting is material. Impairment losses
for current receivables are reversed if in a subsequent period the amount of the impairment
loss decreases. Impairment losses to equity securities are not reversed.

— For trade and other current receivables financial assets carried at amortised cost, the
impairment loss is measured as the difference between the asset's carrying amount and
the present value of estimated future cash flows, discounted at the financial asset's original
effective interest rate (i.e. effective interest rate computed at initial recognition of these
assets), where the effect of discounting is immaterial.

If in a subsequent period the amount of an impairment loss decreases and the decrease
can be linked objectively 1o an event occurring after the impairment loss was recognised,
the impairment loss is reversed through profit or loss. A reversal of an impairment loss
shall not result in the asset's carrying amount exceeding that which would have been
determined had no impairment loss been recognised in prior years.

— For available-for-sale securities, the cumulative loss that had been recognised directly in
equity is removed from equity and is recognised in profit or loss. The amount of the
cumulative loss that is recognised in profit or loss is the difference between the acquisition
cast (net of any principal repayment and amortisation} and current fair value, less any
impairment loss on the asset previously recognised in profit or loss.

Impairment losses recognised in profit or loss in respect of available-for-sale equity securities are
not reversed through profit or loss. Any subsequent increase in the fair value of such assets is
recognised directly in equity.

Impairment losses in respect of available-for-sale debt securities are reversed if the subsequent
increase in fair value can be objectively related to an event occurring after the impairment loss
was recognised, Reversals of impairment losses in such circumstances are recognsied in profit or
loss.
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
1)  Impairment of assets (Continved)

i) Impairment of other assets

Internal and external sources of information are reviewed at each balance sheet date to identify
indications that the following assets may be impaired, an impairment loss previously recognised

no longer exists or may have decreased:

property, plant and equipment {other than properties carried at revalued amounts);
leasehold land and land use rights classified as being held under an operating lease;
deferred product development costs;

investments in subsidiaries;

interests in associates.

If any such indication exists, the asset’s recoverable amount is estimated. In addition, intangible
assets that are not yet available for use and intangible assets that have indefinite useful lives, the
recoverable amount is estimated annually whether or not there is any indication of impairment.

Calculation of recoverable amount

The recoverable amount of an asset is the greater of its net selling price and value in use.
In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of time value
of money and the risks specific to the asset. Where an asset does not generate cash
inflows largely independent of those from other assets, the recoverable amount is
determined for the smallest group of assets that generates cash inflows independentty
(i.e. a cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit or loss whenever the carrying amount of an
asset, or the cash-generating unit to which it belongs, exceeds its recoverable amount.
Impairment losses recognised in respect of cash-generating unit are allocated first to reduce
the carrying amount of any goodwill allocated to the cash-generating unit (or group of
units) and then , to reduce the carrying amount of the other assets in the unit (or group of
units} on a pro rata basis, except that the carrying value of an asset will not be reduced
below its individual fair value less costs to sell, or value in use, if determinable.



NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D

m)

Impairment of assets (Continued)
if) Impairment of other assets (Continued)
— Reversals of impairment losses

In respect of assets other than goodwill, an impairment loss is reversed if there has been
a favourable change in the estimates used to determine the recaverable amount. An
impairment loss in respect of goodwill is not reversed.

A reversal of impairment losses is limited to the asset’s carrying amount that would have
been determined had no impairment loss been recognised in prior years. Reversals of
impairment losses are credited to profit or loss in the year in which the reversals are
recognised.

iff) Interim financial reporting and impairment

Under the Rules Governing the Listing of Securities on the Stock Exchange, the Group is required
to prepare an interim financial report in compliance with HKAS 34, Interim financial reporting, in
respect of the first six months of the financial year. At the end of the interim period, the Group
applies the same impairment testing, recognition, and reversal criteria as it would at the end of
the financial year (see notes 2(I){i) and {ii)}.

Impairment losses recognised in an interim period in respect of available-for-sale investments
and unguoted equity securities carried at costs are not reversed in a subsequent period. This is
the case even if no loss, or a smaller loss, would have been recognised had the impairment been
assessed only at the end of the financial year to which the interim period relates.

Inventories
Inventories are carried at the lower of cost and net realisable value.

Cost is calculated using the weighted average cost formula and comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the inventories to their present location and condition,

Net realisable value is the estimated selling price in the ordinary course of business less the estimated
costs of completion and the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognised as an expense in the
period in which the related revenue is recognised. The amount of any write-down of inventories to net
realisable value and all losses of inventories are recognised as an expense in the period in which the
write-down or loss accurs. The amount of any reversal of any write-down of inventories, is recognised as
a reduction in the amount of inventories recognised as an expense in the period in which the reversal
OCCuUrs.
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

2,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

n)

0)

p)

q)

Accounts and other receivables

Accounts and other receivables are initially recognised at fair value and thereafter stated at amortised
cost less impairment losses for bad and doubtful debis (see note 2(1)), except where the receivables are
interest-free loans made to related parties withcut any fixed repayment terms or the effect of discounting
would be immaterial. In such cases, the receivables are stated at cost less impairment losses for bad and
doubtful debts (see note 2(1)).

Accounts and other payables

Accounts and other payables are initially recognised at fair value and thereafter stated at amortised cost
unless the effect of discounting would be immaterial, in which case they are stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and other
financial institutions, and short-term, highly liquid investments that are readily convertible into known
amounts of cash and which are subject to an insignificant risk of changes in value, having been within
three months of maturity at acquisition. Bank overdrafts that are repayable on demand and form an
integral part of the Group’s cash management are also included as a component of cash and cash
equivalents for the purpose of the consolidated cash flow statement.

Employee benefits

i) Short term employee benefits

Salaries, annual bonuses, paid annual teave, contributions to defined contribution plans and the
cost of non-monetary benefits are accrued in the year in which the associated services are rendered
by employees. Where payment or settlement is deferred and the effect would be material, these
amounts are stated at their present values.

i} Paid leave carried forward

The Group provides paid annual leave to its employees under their employment contracts on a
calendar year basis. Under certain circumstances, such leave which remains untaken as at the
balance sheet date is permitted to be carried forward and utilised by the respective employees in
the following year. An accrual is made at the balance sheet date for the expected future cost of
such paid leave earned during the year by the employees and carried forward.



NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

q) Employee benefits (Continued)

iii)

v}

v)

Employment Ordinance long service payments

Certain of the Group's employees have completed the required number of years of service to the
Group in order to be eligible for long service payments under the Hong Kong Employment
Ordinance in the event of the termination of their employment. The Group is liable to make such
payments in the event that such a termination of employment meets the circumstances speacified
in the Hong Kong Employment Ordinance.

A provision is recognised in respect of probable future long services payments expected to be
made. The provision is based on the best estimate of the probable future payments which has
been earned by the employees from their service to the Group to the balance sheet date.

Retirement benefits scheme

The Group operates a defined contribution Mandatory Provident Fund retirement benefits scheme
{the “MPF Scheme”) under the Mandatory Provident Fund Schemes Ordinance, for those employees
who are eligible to participate in the MPF Scheme. Contributions are made based on a percentage
of the employees’ basis salaries and are charged to the profit and loss account as they become
payable in accordance with the rules of the MPF Scheme. The assets of the MPF Scheme are held
separately from those of the Group in an independently administered fund. The Group’s employer
contributions vest fully with the employees when contributed into the MPF Scheme, except for
the Group's emplayer voluntary contributions, which are refunded to the Group when the employee
leaves employment prior to the contributions vesting fully, in accordance with the rules of the
MPF Scheme,

The employees of the Group’s subsidiaries in the People’s Republic of China {the "PRC") are
members of the state-sponsored retirement scheme operated by the government of the PRC.

Share-based employee compensation

All share-based payment arrangements granted after 7 November 2002 are recognised in the
consolidated financial statements. The Group operates equity settled share-based compensation
plans for remuneration of its employees,

All employee services received in exchange for the grant of any share-based compensation are
measured at their fair values. These are indirectly determined by reference to the share options
awarded. Their value is appraised at the grant date and excludes the impact of any non-market
vesting canditions (for example, profitability and sales growth targets).
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

q

r

Employee benefits (Continved)
v) Share-based employee cornpensation {(Continued)

All share-based compensation is ultimately recognised as an expense in income statement with a
corresponding credit to additional paid-in capital, net of deferred tax where applicable. If vesting
periods or other vesting conditions apply, the expense is allocated over the vesting period, based
on the best available estimate of the number of share options expected to vest. Non-market
vesting conditions are included in assumptions about the number of options that are expected to
become exercisable. Estimates are subsequently revised, if there is any indication that the number
of share options expected to vest differs from previous estimates. No adjustment to expense
recognised in prior periods is made if fewer share options ultimately are exercised than originally
estimated.

Upon exercise of share options, the proceeds received net of any directly attributable transaction
costs up to the nominal value of the share issued are reallocated to share capital with any excess
being recorded as additional paid-in capital.

Income tax

income tax for the year comprises current tax and movements in deferred tax assets and liabilities.
Current tax and movements in deferred tax assets and liabilities are recognised in profit or loss except to
the extent that they relate o items recognised directly in equity, in which ¢ase they are recognised in
equity.

Current tax is expected tax payable on taxable income for the year, using tax rates enacted or substantively
enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and taxable temporary differences respectively,
being the differences between the carrying amounts of assets and liabilities for financial reporting purposes
and their tax bases. Deferred tax assets also arise from unused tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax assets to the extent
that it is probable that future taxable profits will be available against which the asset can be utilised, are
recognised. Future taxable profits that may support the recognition of deferred tax assets arising from
deductible temporary differences include those that will arise from the reversal of existing taxable
temporary differences, provided those differences relate to the same taxation authority and the same
taxable entity, and are expected to reverse either in the same period as the expected reversal of the
deductible temporary difference or in periods into which a tax loss arising from the deferred tax asset
can be carried back or forward. The same criteria are adopted when determining whether existing
taxable temporary differences support the recognition of deferred tax assets arising from unused tax
losses and credits, that is, those differences are taken into account if they relate to the same taxation
authority and the same taxable entity, and are expected to reverse in a period, or periods, in which the
tax loss or credit can be utilised.



NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

r)

Income tax (Continued)

The limited exceptions to recognition of deferred tax assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes, the initial recognition of assets or liabilities that
affect neither accounting nor taxable profit {(provided they are not part of a business combination), and
temporary differences relating to investments in subsidiaries 10 the extent that, in the case of taxable
differences, the Group controls the timing of the reversal and it is probable that the differences will not
revarse in the foreseeable future, or in the case of deductible differences, unless it is probable that they
will reverse in the future.

The amount of deferred tax recognised is measured based on the expected manner of realisation or
settlement of the carrying amount of the assets and liabilities, using tax rates enacted or substantively
enacted at the balance sheet date. Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at each balance sheet date and is reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow the related tax
benefit to be utilised. Any such reduction is reversed to the extent that it becames probable that sufficient
taxable profit will be available.

Additional income taxes that arise from the distribution of dividends are recognised when the liability to
pay the related dividends is recognised.

Current tax balances and deferred tax balances, and movements therein, are presented separately from
each other and are not offset. Current tax assets are offset against current tax liabilities, and deferred
tax assets against deferred tax liabilities if, and only if, the Company or the Group has the legally
enforceable right to set off current tax assets against current tax liabilities and the following additional
conditions are met:

— in the case of current tax assets and liabilities, the Company or the Group intends either to settle
on a net basis, or to realise the asset and settle the liability simultaneously; or

— in the case of deferred tax assets and liabilities, if they relate to income taxes levied by the same
taxation authority on either:

— the same taxable entity; or
— different taxable entities, which, in each future period in which significant amounts of deferred

tax liabilities or assets are expected to be settled or recovered, intend to realise the current tax
assets and settle the current tax liabilities on a net basis or realise and settle simultaneously.
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued;

s}

()

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the Company or the Group
has a legal or constructive obligation arising as a result of a past event, it is probable that an outflow of
economic benefits will be required to settle the obligation and a reliable estimate can be made. Where
the time value of money is material, provisions are stated at the present value of the expenditure expected
to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow
of economic benefits is remote. Possible cbligations, whose existence will onty be confirmed by the

occurrence or non-occurrence of one or more future events are also disclosed as contingent liabilities
unless the probability of outflow of econamic benefits is remote.

Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the Group and when
the revenue can be measured reliably, on the following bases;

i) Sale of goods
When the significant risks and rewards of ownership have been transferred to the buyer, provided
that the Group maintains neither managerial involvement to the degree usually associated with
ownership, nor effective control over the goods sold;

if) Interest income
Interest income is recognised as it accrues using the effective interest method;

i) Sales of listed equity investments
Trading fees and trading tariff on securities are recognised on a trade date basis;

iv) Sales of properties
Revenue arising from the sale of properties held for sale is recognised upon the signing of the
sale and purchase agreement or the issue of an occupation permit by the relevant government
authorities, whichever is the later. Deposits and instalments received on properties sold prior to

the date of revenue recognition are included in the balance sheet under forward sales deposits
and instalments received.



NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued;

t)

u)

Revenue recognition (Continued)
v) Dividends

—_ Dividend income from unlisted investments is recognised when the shareholder’s right to
receive payment is established.

— Dividend income from listed investments is recognised when the share price of the
investment goes ex-dividend.

vi) Income from provision of management services

Revenue from maintenance and other services is recognised at the time when the service is
performed,

vii)  Rental income from operating feases

Rental income receivable under operating leases is recognised in profit or loss in egual installments
aver the periods covered by the lease term, except where an alternative.

Basis is more representative of the pattern of benefits to be derived from the use of the leased
asset. Lease incentives granted are recognised in profit or loss as an integral part of the aggregate
net lease payments receivable. Contingent rentals are recognised as income in the accounting
period in which they are earned.

Translation of foreign currencies

Items included in the financial statements of each of the Group's entities are measured using the currency
of the primary economic environment in which the entity operates (the “functional currency”}. The
consolidated financial statements are presented in HK$, which is the Group's presentation currency. The
functional and presentation currencies of the Company are HK$. The reason for using HK$ as a
presentation currency of the Company is that the functional currency of the substantive entities within
the Group is HK$.

Foreign currency transactions during the year are translated into HK$ at the exchange rates ruling at the
transaction dates. Monetary assets and liabilities denominated in foreign currencies are transtated into
HK3 at the foreign exchange rates ruling at the balance sheet date. Exchange gains and losses are
recognised in profit or loss.

Non-moenetary assets and liabilities that are measured in terms of historical cost in a foreign currency are
translated using the foreign exchange rates ruling at the transaction dates. Non-monetary assets and
liabilities denominated in foreign currencies that are stated at fair value are translated using the foreign
exchange rates ruling at the dates the fair value was determined.
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICEES (Continued)

u)

V)

Translation of foreign currencies (Continued)

The results of foreign operations are translated into HK$ at the exchange rates approximately the foreign
exchange rates ruling at the dates of the transactions. Balance sheet items, including goodwill arising
on consolidation of foreign operations acquired on or after 1 January 2005, are translated into HK$ at
the foreign exchange rates ruling at the balance sheet date. The resulting exchange differences are
recognised directly in a separate component of equity. Goodwill arising on consolidation of a foreign
operation acquired before 1 January 2005 is translated at the foreign exchange rate that applied at the
date of acquisition of the foreign cperation.

On disposal of a foreign operation, the cumulative amount of the exchange differences recognised in
equity which relate to that foreign operation is included in the calculation of the profit or loss on disposal.

Related parties

For the purposes of these financial statements, a party is considered to be related to the Group if:

3] the party has the ability, directly or indirectly through one or more intermediaries, to control the
Group or exercise significant influence over the Group in making financial and operating policy
decisions, or has joint control over the Group;

ii) the Group and the party are subject to common control;

iii} the party is an associate of the Group or a joint venture in which the Group is a venturer;

iv) the party is a member of key management personnel of the Group or the Group's parent, or a
close family member of such an individua!, or is an entity under the control, joint control or

significant influence of such individuals;

v) the party is a close family member of a party referred to in (i) or is an entity under the control,
joint control or significant influence of such individuals, or

Vi) the party is a post-employment benefit plan which is for the benefit of employees of the Group
or of any entity that is a related party of the Group.

Close family members of an individual are those family members who may be expected to influence, or
be influenced by, that individual in their dealings with the entity.



NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

2, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued;

w)

Segment reporting

A segment is a distinguishable component of the Group that is engaged either in providing producis or
services (business segment), or in providing products or services within a particular economic environment
{geographical segment), which is subject to risks and rewards that are different from those of other
segments.

tn accordance with the Group's internal financial reporting system, the Group has chosen business segment
information as the primary reporting format and geographical segment information as the secondary
reporting format for the purposes of these financial statements.

Segment revenue, expenses, results, assets and liabilities include items directly attributable to a segment
as well as those that can be allocated on a reasonable basis to that segment. For example, segment
assets may include inventories, trade receivables and property, plant and equipment, Segment revenue,
expenses, assets and liabilities are determined before intra-group balances and intra-group transactions
are eliminated as part of the consolidation process, except to the extent that such intra-group balances
and transactians are between group entities within a single segment. Inter-segment pricing is based on
similar terms as those available to other external parties,

Segment capital expenditure is the total cost incurred during the period to acquire segment assets (both
tangible and intangible) that are expected to be used for more than one period.

Unallocated items mainly comprise financial and corporate assets, interest-bearing loans, borrowings,
tax balances, corporate and financial expenses.
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

3.

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued certain new and revised HKFRSs that are first effective or available for early adoption for
the current accounting period of the Group.

Note 2 summarises the significant accounting policies of the Group after the adoption of these developments
ta the extent that they are relevant o the Group. The adoption of the new HKFRSs had no material effect on
how the results for the current or prior accounting periods have been prepared and presented. Accordingly, no
prior period adjustment has been required.

The Group has not applied any new standard or interpretation that is not yet effective for the current accounting
period (see note 39) except for HK{FRIC) 10, Interim financial reporting and impairment, which is effective far
annual periods beginning on or after 1 November 2006.

KEY SOURCES OF ESTIMATION UNCERTAINTY

The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance
sheet date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and'
liabilities within the next financial year, are discussed below.

a) Estimate of fair value of investment properties

Investment properties were revalued at the balance sheet date on market value existing use basis by an
independent firm of qualified professional valuers or determined by the directors of the Company. Such
valuations were based on certain assumptions, which are subject to uncertainty and might materially
differ from the actual results. In making the judgment, the Group considers information from current
prices in an active market for similar properties and uses assumptions that are mainly based on market
conditions existing at each balance sheet date.

b)  Fair value of financial instruments

Financial instruments such as interest rate, foreign exchange and equity derivative instruments are carried
at the balance sheet at fair value. The best evidence of fair value is quoted prices in an active market,
where quoted prices are not available for a particutar financial instrument, the Group uses the market
values determined by independent financial institutions or internal or external valuation models to estimate
the fair value. The use of methodalogies, models and assumptions in pricing and valuing these financial
assets and liabilities is subjective and requires varying degrees of judgement by management, which
may result in significantly different fair values and results. All significant financial valuation models are
strictly controlled and regularly recalibrated and vetted.



NQOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

4. KEY SOURCES OF ESTIMATION UNCERTAINTY (Continued)

C)

d)

e)

Provision for bad and doubtful debts

Note 3 describes that accounts and other receivables are measured at initial recognition at fair value,
and are subsequently measured at amortised cost using the effective interest method. Appropriate
provision for estimated irrecoverable amounts is recognised in the income statement when there is
objective evidence that the receivables are not recoverable.

Management considered detailed procedures have been in place to monitor this risk as a significant
proportion of the Company's majority of working capital is devoted to accounts and other receivables.
In determining whether provision on accounts and other receivables occurred, the Company takes into
consideration the ageing status and the likelihood of collection. Provision for bad and doubtful debts
are recognised when they are unlikely to be collected. The measurement of provision requires the Company
to estimate the future cash flows expected to be collected. In this regard, the directors of the Company
are satisfied that this risk is minimal and adequate provision has bheen made in the financial statements
in light of the historical records of the Company and the current ecenomic environment.

Recoverability of deferred product development costs

During the year, the management reconsidered the recoverability of its internally and externally-generated
intangible asset arising from the Group's product development expenditure, which is included in its
consolidated balance sheet at 31 December 2006 at HK$8,387,000 (2005; HK$6,819,000). The project
continues to progress in a satisfactory manner, and customer reaction has reconfirmed management’s
previous estimates of anticipated revenues from the project. However, keen competition has caused
management to reconsider its assumptions regarding future market shares and anticipated margins on
these products. Cash flow forecasts have been carried out and management is confident that the carrying
amount of the asset will be recavered in full, even if returns are reduced. This situation will be closely
monitored, and adjustments made in future periods if future market activity indicates that such
adjustments are appropriate.

Income taxes

The Group is subject to income taxes in numerous jurisdictions. Significant judgement is required in
determining the worldwide provision for income taxes. There are many transactions and calculations for
which the ultimate tax determination is uncertain during the ordinary course of business. The Group
recognised liabilities for anticipated tax audit issues based on estimates of whether additional taxes will
be due. Where the final tax outcome of these matters is different from the amounts that were initially
recorded, such differences will impact the income tax and deferred tax provisions in the period in which
such determination is made.
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

5.  SEGMENT INFORMATION

Segment information is presented by way of two segment formats: (i) on a primary segment reporting basis, by
business segment; and (ii} on a secondary segment reporting basis, by geographical segment.

The Group's operating business are structured and managed separately, according to the nature of their operations
and the products and services they provide. Each of the Group’s business segments represents a strategic
business unit that offers products and services which are subject to risks and returns that are different from
those of the other business segments. Summary details of the business segments are as follows:

a)

b)

)

d)

f)

The electronic products segment consists of the manufacture and sale of electronic products;
The PCBs segment consists of the manufacture and sale of PCBs;

The electronic components and parts segment consists of the trading and distribution of electronic
components and parts;

The listed equity investments segment consists of the trading of listed equity investments;
The provision of finance segment consists of the provision of loan financing services; and

The optical products segment consists of the manufacture and sale of optical products.




NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

SEGMENT INFORMATION (Continued)

In determining the Group's geographical segments, revenues are attributed to the segments based on the
location of the customers, and assets are attributed to the segments based on the location of the assets.

Inter-segrment sales and transfers are transacted with reference to the selling prices used for sales made to the
third parties at the then prevailing market prices.

a) Business segments

The following tables present revenue, profit/{loss) and certain asset, liability and expenditure information
for the Group’s business segments.

Group
Electronic
components and Listed equity Provision
Electronic products PCBs parts investments of finance QOptical products Himinations Consolidated
1006 2005 2006 2005 2006 2005 2005 2005 2008 2005 2006 2005 1006 2005 1008 005
HKS'000  HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000 HKS'00D HKS'000 HKS'D00 HKS'000 K$'000 HKS'000 KKS'000 HXS000 HKS'000
Segment reverue
Sales to etemnal
customers [ B 14308 95,777 - — S0 734 13 55 - b5 - — S 553N
Inter-5egment sales - - - — 16860 20,066 - — 1561 443 - — (18421 (24.509) - -
iher revenue w8 50 2% 153 - - 13 - 8 - W {1y E A Y11
Tara! 155815 359406 W03 M0 13 X066 56034 74N 1EM 0 43N —  TARNT (MEM) (24505 SM.51% 570682
Segment results 4G 18438 (284) (19739 9 0B L Q03 s @ ~ 208 (6N [A469) (TSN (15,009
Interest, dvdend income
and unatiocated gains BME 9385
GainfLoss) on fisposal
of proceries held
for sale H (143)
Gain on disposal of
toningling interest
in Swark — AU
Ga:n on dispasal of
2 subsidiary 557 -
Gain on dhsposal of
imesiment properves - WM
Reversal of previous
revahuation deficits of
leasehold bucdings, net - 500
Virte back of over-provision
aaEnst properties
held for sale - 00
Met loss ansing from fair
value change of
ivestment progerties (839) (450
Unallocated expenses B4 4081}
{Loss¥Profii from operating
actaities 9.413) 33955
krpaiment loss o1 &
Joan recefvable {15000 {45,000]
Impairment oss on
interest in assocates {5,525) -
Share of results
of assonates - 19
Loss before taxation (16.44) (3,002}
Tasation (2965 {1,520
10ss for the year (19400 (4528}
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

5.  SEGMENT INFORMATION (Continued)

a)

Business segments (Continued)

Group
Blectronkc
components and Listed equity Provision
Electronic products PCBs parts imvestments of finance Optical products Eliminations Consofidated
W05 05 05 005 06 005 06 005 W6 005 W06 N5 006 005 W6 005
HRS000  HKSOD0 HK§'000  HKY0D0 KKS'D00 HKS000 EKSDO0 HKSO00 HKS'00 HKSO000 HKSD00 HKS'OO0 HKSOO0 HKS'000 HKS'00D HK§'000
Seqment asets 3067 N8R B2 110409 55 199 1856 474 13913 5768 - - — {661} 039 BN
terests n 2ss002ies - - - - - - — - - ~ 151367 136892 — — 151367 1%892
Unalncziad assets - - - - - - - - - — - - - — A4 395234
ol 108219 930,863
Seqment Eablities nAR M STER B78% 2518 38 10 1 in 12 - - — 8000} 133200 197073
Unalcated Raboes - - - - - - - - - - - - - — 4, N
Total Eabeoes 137,523 134667
Giher segment
information
Depreciation on
property, plant and
eqpment 1048 1198 1037 927 - - - - - - - 3% - - W BHs
ngocted amounts 10 148
B 659
(apital expendiiure M 3D e 3% - - - - - - - 832 - — 13 834
Unalocated amounts I
uA 9632
Impainment less
on aloan rceveble - - - - - - - — {500} #5000) - - - — (150} {#5000)
Vnte-badk of overprvsin
RS properLEs
held for szle - - - - - - - bic] - - - - - - - 00
Empairment loss for
Acounts recenvabie {#) - [6008) - - - - - - - - - - - ) -
Provision for
ETLNES - {650) - 54) - - - - - - - - - - - )
Reversal of previous
revaluation detitsaf
leasehold buldings, net - 150 - - - - - - - - - - - - - 159
UndTocated amounts - s
- 5210
Net loss arking fronn fair
vaue change of
nvestmnt propertes ) )
Unalocared amoests - - - - - - - - - - - - - - - -




NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

5. SEGMENT INFORMATION (Continued)

b)

Geographical segments

The following tables present revenue and certain asset and expenditure information for the Group's
geographical segments.

Group

Europe North America Hang Keng {apan Others Consolidated
M5 W05 M6 05 2006 05 206 2005 2006 2005 0E M5
HES'O0D  HKS'000  HKS'00  HKS000 HKS000  HKSO00  HKS'000  HKYO  HXS'000  HKS'OD0  HKSOD0  HRY'ODO

Seqment evenue:
Sates 1o external customers W ST (03486 13048 MR MER3 175308 19630 NN3 M6 SuE S5iEN
Hong Kong Mainland China Others Consolidated
2006 2005 2006 2005 2006 2005 2006 2005
HK$'000 HK$'000 HKS'000 HKS'000 HK$'000 HK$'000 HK§000 HKS'000

Cther segment

information:
Segment assets 754,480 532,496 164,980 197662 21,369 43,813 940829 77391
Interests in associates - - - — 151,367 156,892 151,367 156,892
1,092,196 930,863
Capital expenditure 91 1,945 11,401 5,787 2,137 1,900 14,479 5,632
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

6.

TURNOVER

Turnover represents the invoiced value of goads sold, net of returns and allowances, the proceeds from sales of
listed equity investments and the interest income from the provision of loan financing.

Revenue from the faliowing activities has been included in turnover:

2006 2005
HK$ 000 HK$'000
Manufacture and sale of electrenic preducts 353,721 386,411
Manufacture and sale of PCBs 104,308 95,777
Trading of listed equity investments 56,034 7,342
Provision of loan financing 333 296
Manufacture and sale of optical products — 64,045
514,396 553,871

OTHER REVENUE
2006 2005
HK$'000 HK$'000
Bank interest income 21,383 9,025
Gain on deregistration of subsidiaries —_ 2,973
Dividends income from listed investments 288 106
Sales of obsolete inventories 78 558
Management tee received - 256
Product development income 2,160 2,520
Rental income 144 137
Sales of raw materials 1,459 1,084
Other interests earned 16 7.102
Compensation from vendors 2,598 308
Others 2,943 2,127
31,069 26,196




NOTES TO THE FINANCIAL STATEMENT

(LOSS)/PROFIT FROM OPERATING ACTIVITIES

The Group’s (lossy/profit from operating activities is arrived at after charging/(crediting):

For the year ended 31 December 2006

2006 2005
HK$'000 HK$:000
Cost of inventories 397.638 466,424
Depreciation on preperty, plant and equipment 23,021 26,539
Amortisation of leasehold land and land use rights 250 252
Amortisation of prepaid rental 737 737
Amortisation of deferred product development costs 1,921 1,641
Minimum lease payments under operating leases:
Land and buildings 5.729 7,876
Office equipment — 209 :
Staff costs {including directors’ remuneration — note 9): |
Wages and salaries 80,267 91,117
Pension contributions 1,343 1,443
Less: Forfeited contributions — —
1,343 1,443
81,610 92,560
Auditors’ remuneration 900 880
Impairment loss for accounts receivable 6,042 —
Provision for inventories — 1,190
Loss on disposal of property, plant and equipment 356 44
Exchange gain, net {1,063) (653)
Gain on disposal of financial assets at fair value through profit or loss {4.710) (72)

The cost of inventories sold includes HK$45,486,000 (2005; HK$62,754,000) relating to direct staff costs,

provision against inventories, amortisation of prepaid rental, amortisation of deferred product development
costs, operating lease rentals of land and buildings and depreciation of the manufaciuring activities, which are
also included in the respective total amounts disclosed above for each of these types of expenses.

At 31 December 2006, the Group had no forfeited contributions available to reduce its contributions to the

pension scheme in future years (2005: Nil).
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

9.

DIRECTORS” REMUNERATION

Directors’ remuneration for the year, disclosed pursuant to the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”} and Section 161 of the Hong Kong Companies

Ordinance is as follows:

Directors’ emoluments

The remuneration of every director for the year ended 31 December 2006 is set out below:

Employer's
contribution
Discretionary Other to pension
Name of director Fees Salary bonuses benefits scheme Total
HK$'000 HKS'000 HK$°000 HK$'000 HK$'000 HK$'000
Executive Directors
Yau Tak Wah, Paul — 1,997 800 — 90 2,887
Louie Mei Po —_ 1,560 - - 54 1,614
Wong Shin Ling, Irene — 780 — — 39 819
Tam Wing Kin — 819 — - 37 856
Independent non-executive
Director
Cheung Chung Leung, Richard 150 — - - — 150
Ng Wai Hung 180 - — - — 180
Wu Wang Li 120 — —_ — - 120
450 5,156 800 — 220 6,626




10.

DIRECTORS” REMUNERATION (Continued)

NOTES TO THE FINANCIAL STATEMENT

Directors’ emoluments (Continued)

For the year ended 31 December 2006

The remuneration of every director for the year ended 31 December 2005 is set out below:

Employer’s
contribution
Discretionary Other to pension
Name of director Fees Salary bonuses benefits scheme Total
HK$'000 HK$'000 HK$'000 HK3'000 HK$°000 HK$°000
|
Executive Directors !
Yau Tak Wah, Paul — 1,847 150 — 90 2,087 f
Louie Mei Po — 1,430 150 — 68 1,648
Wang Shin Ling, lrene — 780 — — 39 819
Tam Wing Kin — 819 13 — 42 874
Tam Fing Wah
{resigned on 1 June 2005) — 400 - - — 400
Independent non-executive
Director
Cheung Chung Leung, Richard 150 - - — - 150
Ng Wai Hung 180 — - - - 180
Wo Wang Li 120 — — - — 120
450 5,276 313 — 239 6,278

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included two (2005: three) directors, details of whose
remuneration are set out in note 9 above. The details of the remuneration of the remaining three (2005: two)
nan-director, highest paid employees for the year are as follows:

Group 5 ?
2006 2005 g
HK$'000 HK$’000 g
2|
3 |98
Salaries, allowances and benefits in kind 3,116 1,803 o |
a3 )
Pension contributions 121 73 1=y g
3,237 1,976 z
=3
2
3.
g




NOTES TO THE FINANCIAL STATEMENT

For the year ended 37 December 2006

10.

11.
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FIVE HIGHEST PAID EMPLOYEES (Continued)

The remuneration of the non-director, highest paid employees fell within the following bands:

Number of employees

2006 2005

HK$'000 HK$'000

Nil — HK$1,000,000 — 1
HK$1,000,001 — HK$1,500,000 3 1
3 2

TAXATION

Hong Kong profits tax has been provided at the rate of 17.5% (2005: 17.5%) on the estimated assessable
profits arising in Hong Kong during the year. Taxes on profits assessable elsewhere have been calculated at the
rates of tax prevailing in the countries in which the Group operates, based on existing legislation, interpretations
and practices in respect thereof.

Group
2006 2005
HK$'000 HK$°000
Current tax

Hong Kong
— Current year provision 635 1,602
— Underprovision/{Qverprovision) in prior year 2,507 (393)
Mainland China — 1.380
3,142 2,589
Deferred tax {(note 31) {(177) (1,069)
Total tax charge for the year 2,965 1,520

In accordance with the applicable enterprise income tax law of the PRC, the Group’s subsidiaries registered in
Mainland China, Dongguan Yifu Circuit Board Factory {"Yifu") and Gaojin Electronics (Shenzhen) Co., Ltd
("Gaojin"), are exempt from income tax for their first two profitable years of operations and are entitled to
50% relief on the income tax that would otherwise be charged for the succeeding three years.

The foregoing tax concessions for Yifu and Gagjin have expired. Pursuant to a further tax concession granted to
high technology enterprises, the income tax rate applicable to Yifu remained at 15% for 2006 (2005: 15%).
Gaaojin began its first profitable year as the year ended 31 December 2002 and entitled to the 50% relief on the
income tax. The income tax applicable rate to Gagjin is 15% for 2006 (2005: 159%).



11.

12.

13.

NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

TAXATION (Continued)

A reconciliation of the tax expense applicable to profit before tax using the statutory rates for the countries in
which the Company, its subsidiaries and associates are domiciled to the tax expense at the effective tax rates,
and a reconciliation of the applicable rates {i.e. the statutory tax rates) to the effective tax rates, are as follows:

Group

2006 2005

HK$ 000 HK$'000

Loss befare taxation (16,444) {3,008)
Tax at the statutory tax rate 2,878 (526)
Effect of different taxation rates in other countries {5,806) 4,748
Adjustments in respect of current tax of previous years — (393)
Income not subject to taxation {6,275) (8,668)
Expenses not deductible for taxation 6,219 6,745
Tax losses utilised from previous years (561) (386)
Tax losses not provided for the current year 4,034 —
Cthers 2,476 —
Tax charge at the Group’s effective rate 2,965 1,520

(LOSS)/PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF THE COMPANY

The {loss)/profit attributable to equity holders of the Company for the year ended 31 December 2006 dealt
with in the financial statements is HK$13,008,000 {2005: HK$5,501,000).

(LOSS)/EARNINGS PER SHARE

The calculation of basic loss per share is based on the loss attributable to equity holders of the Company for the
year of HK$16,225,000 (2005: profit of HK$4,779,000) and the weighted average of 165,608,961 (2005 as
restated: 93,900,769 to reflect the effect of the open offer, the bonus issue and the share consolidation as
stated in note 32.

A diluted (loss)/earnings per share for the year ended 31 December 2006 and 2005 has not been disclosed as
no diluting evenis existing during both years.
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

14. PROPERTY, PLANT AND EQUIPMENT

Group
Furniture,
Leasehold Plant and fixtures & office Construction-
Buildings improvements machinery equipments Motor vehicles in-progress Total
W06 2005 006 05 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
HKS000 HKY'000 HKS'000 HKS000 HKS'DOD HKS'000 HXS'000 HKS'000 HKS'000 HKS'000 HKS'0D0 HKS'000 HKS000 RK$'000
Cost or valuation
ALY January, as
previously reported 34630 39,100 4983 L8010 147,002 188242 2528 50,151 136 33 - — 258300 330447
Effect on adopting
HKAS 17 — (34409 - - - - - - - - - — — {8440
34630 30660 49834 <5619 147292 18R242 /N8 5051 1326 333 - — 88300 322007
Additions - - 444 1095 6865 6306  §137 12% 307 980 575 — 14419 5632
Disposals - — {185 (880) (&) (73 (484)  (306) - (800) - — (089 nn
Disposals of subsidiaries - - - - - [46,520) - {15878) - (2189 - - - {74587
{SurplusiDeficit
on revaluation {930) 3970 - - - — - - - - - - (9300 3910
At 31 December 33700 34630 50063 L8834 153737 14729 581 B2N8 1633 1326 57% — 10760 258300
Accumulated depreciation
ALY January, as
previcusly reported - — 28681 25422 106528 105,19 19891 27802 M L6l6 - — 155124 16103
Effect on 2dopting
HKAS 17 - - - - - - - - - - - - - -
- — 8681 25422 108528 10519 19891 27802 M 2616 - — 15514 16103
Povided during theyear 1,637 1306 4219 4135 14400 16793 2239 3508 466 3% - - BMm 1653
Disposals - - {s2} (880 - {192) {400} (263) - {800} - - (57 12,135
Disposals of subsidiaries - - - - - {15,269 = (11,554 - {2189 - - - {1901)
Write-back on
@@ revaluation {1,637} (1,306 - - - - - - - - - — (183m (1,306
5 At 31 Decerber - — 311908 28681 120928 06528 1730 19890 450 bE - — 176,056 155,122
- g Net book value
: 5 At 31 December 33700 34630 17155 24,053 32809 40764 4141 538 1183 1303 575 — 94704 103178
: =i
3|3
g % An analysis of
z cost or valuation
z Al cost - -~ 50063 49834 153737 147292 2581 25218 1633 1326 575 — 131060 223670
=3 At valuation 3700 34630 - - - - - - - - - — B0 34630
2
5’ 3700 34630 0063 4983 153731 147252 58N B8 1633 136 575 — 707680 158300
z
o




NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

14. PROPERTY, PLANT AND EQUIPMENT (Continued)

Company
Leasehold Furniture
improvements and fixtures Total
2006 2005 2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$ 000 HKS$'000 HK$°000
Cost

At 1 January and
31 December 13 13 144 144 157 157

Accumulated depreciation

At 1 fanuary 13 10 137 120 150 130
Provided during the year — 3 7 17 7 20
At 31 December 13 13 144 137 157 150

Net book value

At 31 December — — — 7 —_ 7

The Group’s leasehold buildings have been revalued on an open market value basis, based on their existing use,
by B.I. Appraisals Limited, an independent firm of qualified professional valuers, on 31 December 2006 at
HK$33,700,000 (2005: HK$324,630,000}. No revaluation surplus (2005: HK$5,270,000) resulting from thase
valuations have been credited to income statement as a reversal of previous revaluation deficits of leasehold
buildings. Revaluation surplus of HK$707,000 (2005: HK$6,000) has credited to the property revaluation reserve.

Had the Group's leasehold buildings stated at valuation been carried at cost less accumulated depreciation,
they would have been included in the financial statements at approximately HK$23,266,000 (2005:
HK$24,9032,000).

Certain of the Group’s leasehold buildings were pledged to secure banking facilities granted to the Group. The
net book value of the pledged assets included in the total amount of property, plant and equipment at 31
December 2006 amounted to HK$12,800,000 (2005: HK$13,830,000).
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

15.

LEASEHOLD LAND AND LAND USE RIGHTS

The Group's interests in [easehold land and fand use rights represent prepaid operating lease payments and
their net book value are analysed as follows:

2006 2005
HK$'000 HK$'000
In Hong Kong held on:

Leases of between 10 to 50 years 7.766 7,955

Outside Hong Kong, held on:
Leases of between 10 to 50 years 2,291 2,352
10,057 10,307
2006 2005
HK$ 000 HK$°000
Opening 10,307 10,559
Amortisation (250) (252)
Net book value 10,057 10,307

At 31 December 2006, certain of the Group's leasehold land with net book value of HK$7,766,000 (2005:
HK$7,955,000) was pledged to secure banking facilities granted to the Group.



NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

16. INVESTMENT PROPERTIES

Group
2006 2005
HK$'000 HK$'000
At 1 January 28,750 93,000
Additions 17,572 6,740
Disposat {5.241) (70,500}
Disposal of a subsidiary (21,650) -
Net loss arising from fair value change (889) (490)
At 31 December 18,542 28,750

Investment property with fair value of HK$18,542,000 was revalued at its open market value at 31 December
2006 by B.1. Appraisals Limited, an independent firm of qualified professional valuers. The fair values of the
Group's other investment properties as at 31 December 2006 have been determined by the directors of the
Company, no valuation has been performed by independent qualified professional valuers. The vaiuation
performed by the directors of the Company was arrived at by reference to recent market prices for similar
properties.

All investment properties are held under long-term lease in Hong Kong.

17. INVESTMENT IN SUBSIDIARIES

Company

2006 2005

HKS$'000 HK$'000

Unlisted shares, at cost 93,316 93,316
Due from subsidiaries 393,671 298,444
Due to subsidiaries (9,894) (2,772)
477,093 388,988

Provisions foar impairment {38,628) {38,628)
438,465 350,360
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

17. INVESTMENT IN SUBSIDIARIES (Continued)

Particulars of the subsidiaries are as follows:

Nominal value

Place of of issued
incorporation/ ordinary share Percentage of
registration  capital/registered equity attributable Principal
Name and operations share capital to the company activities
2006 2005
Active Base Limited Hong Kong HK$2 100% 100% Provision
of loan
financing
Allied Trade Limited The British Uss$1 100% 100% Investment
Virgin Islands holding
Allied Success (nc. The British Us$10,000 88% 88% Investment
Virgin Islands holding
Connion Limited Hong Kong HK$2 100% 100% Securities
investment
and property
holding
E-Top PCB Limited Hong Kong HK$100 57% 57% Trading of
printed
circuit
boards
Eastec Purchasing The British UsSH1 100% 100% Trading of
Limited Virgin Islands/ electronic
Japan components
and parts
Eastec Technology Hong Kong HK$2 100% 100% Trading of
Limited electronic
components
and parts
Electronics Tomorrow The British US$600 100% 100% Investment
International Limited Virgin Islands holding



17.

NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

INVESTMENT IN SUBSIDIARIES (Continued)

Place of

incorporation/

Nominal value
of issued
ordinary share

Percentage of

registration  capital/registered equity attributable Principal
Name and operations share capital to the company activities
2006 2005
Electronics Tomorrow Hong Kong HK$500,000 100% 100% Manufacture
Limited and sale of
electronic
products
Electronics Tomorrow The British Us$350 57% 57% Investment
Manufactory Inc. Virgin Islands holding
Fortune Dynamic The British US$H1 100% 100% Investment
Group Corporation Virgin Islands holding
Good Order The British Us$100 100% 100% Investrment
Internationa! Inc. Virgin Islands holding
Issegon Company Hong Kong HK$300,000 100% 100% Investment
Limited holding
Master Base Limited The British Us$H1 100% 100% Investment
Virgin Islands holding
Fortune Overseas Hong Kang HK$2 100% 100% Securities
Investment holding
Holdings Limited
{Formerly known as
“Maxwood Limited”)
Plentiful Light The British ussi1oc 57% 57% Manufacture
Limited Virgin Islands/ of printer
The PRC circuit boards
Probest Holdings The British Uss1 100% 100% Investment
Inc. Virgin Islands holding
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NOTES TO THE FINANCIAL STATEMENT

for the year ended 31 December 2006

17. INVESTMENT IN SUBSIDIARIES (cContinued)

Nominal value

Place of of issued
incorporation/ ordinary share Percentage of
registration  capital/registered equity attributable Principal
Name and operations share capital to the company activities
2006 2005

Dongguan Yifu The PRC HK$87,500,000 50% 48% Manufacture

Circuit Board of printed

Factory ("Yifu”) (1) circuit boards

Gaojin Electronics The PRC US$5,000,000 100% 100% Manufacture

(Shenzhen) Company of electronic

Limited (~Gaojin™} (ii) products

Electronics Tomorrow The British Us$100 100% 100% Investment

Holdings Corporation Virgin islands holding

ETL {Macao) Commercial Macau MOP500,000 100% 100% Trading of

Offshore Limited electronic

components

and parts

Team Force Corporation The British Uss100 100% 100% Investment

Virgin Islands heoiding

Electronics Tomorrow The British us$100 100% 100% Investment

Property Holdings Virgin Islands holding
Limited

Account Centre Limited Hong Kong HK$2 100% 100% Provision of

accountancy

services to

group

companies

Maxson Services Limited Hong Kang HK$2 100% 100% Provision of

accountancy and

management

services to

group companies
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18.

NOTES TO THE FINANCIAL STATEMENT

INVESTMENT IN SUBSIDIARIES (Continued;

Nominal value

For the year ended 31 December 2006

Place of of issued
incorporation/ ordinary share Percentage of
registration  capital/registered equity attributable Principal
Name and operations share capital to the company activities
2006 2005
Eastec Property Hong Kong HK$100 100% 100% Provision of
Holdings Limited loan financing
Art Ray Investments Hong Kong HK$1 100% 100% Property
Limited holding
Merit Style Development Hong Kong HK$1 100% 100% Property
Limited holding
JkH(EiB)RE AR The PRC US$140,000 100% — Provision of
BRLA consultancy
services

Other than Electronics Tomorrow International Limited, Fortune Dynamic Group Cerporation and Master Base

Limited, which are held directly by the Company, all subsidiaries are held indirectly by the Company.

(i} Yifu is a Sino-foreign owned joint venture enterprise under the PRC law. In 2005, the Company has the

power to cast the majority of votes at meetings of the board of directors of the entity and therefore it

was regarded as a subsidiary of the Company.

(il  Gaojin and JEFN are registered as wholly foreign owned enterprises under the PRC law.

INTERESTS IN ASSOCIATES

Group
2006 2005
HKS$’000 HK$'000
Unlisted shares, at cost — —
Share of net assets — —
Due from associates 47,716 47,716
Fromissory note 119,388 119,388
167,104 167,104
Provision for impairment (15,737} (10,212)
151,367 156,892
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

18.

INTERESTS IN ASSOCIATES (Continued)

The amounts due from associates are unsecured, interest-free and are not repayable within the next twelve

months from the balance sheet date.

The promissory note receivable from associate is unsecured, except for the guarantee given by Swank, with
maturity date on 2 December 2007 and bearing interest at the rate equivalent to 1% over the prevailing Hong

Kong prime rate per annum.

The amounts due to associates were unsecured, interest-free and had no fixed terms of repayment.

Particulars of the principal associates are as foliows:

Place of

Nominal value
of issued
ordinary share

Percentage of

Business incorporation capital/registered equity attributable Principal

Name structure  and operations share capital to the Group activities

2006 2005

Profitown Investment Corporate The British Us$1,000 30% 30% Investment
Corporation Virgin slands holding

Shenzhen Henggang Joint Venture The PRC LS$30,000,000 24% 24% Manufacture
Swank Cptical Enterprise of optical
Industrial Company products
Limited {"Henggang™}

Dongguan De Bao Wholly Foreign The PRC HK$58,550,910 15% 15% Manufacture
Optical Company Owned Enterprise of mutti-
Limited {*De Bag") coating lenses

Dongguan Hamwell Joint Venture The PRC HK$62,504,800 25% 25% Manufacture
Glasses Company Enterprise of optical
Limited ("Hamwell") products

Global Origin Limited Corporate Hong Kong HK$75,000,000 27% 7% Investment

holding

Profit Trend Corporate Hong Kong HK$1,00C,000 15% 15% Investment
International Limited holding

Prowin Commercial Corporate Hong Kong HK$2 30% 3% Property
& Industrial Limited holding in

the PRC
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

INTERESTS IN ASSOCIATES (Continued)

(i)

(i)

(i)

The above table lists the associates of the Group which, in the opinion of the directors, principally
affected the results for the year or formed a substantial portion of the net assets of the Group. To give
details of ather associates would, in the opinion of the directors, result in particulars of excessive length.

De Bao is registered as a wholly foreign owned enterprise under the PRC Law.

Henggang and Hamwell are registered as joint venture enterprises under the PRC Law.

The summary of financial information in respect of the Group’s associates is set out below:

2006 2005

HK$°000 HK3'000

Total assets 199,491 216,822
Total {liabilities)/assets 220,130 199,029
Net (liabilities)/assets (20.639) 17,793
Group’s share of net (liabilities)/assets of associates (6,192) 5,338
Turnover 115,641 82,938
Loss far the year/period 28,787 16,766
Group's share of results of associates for the year/period 8,636 5,030

The Group has discontinued recognition of its share of losses of certain associates. The amounts of
unrecognised share of those associates, extracted from the relevant audited accounts of associates,

both for the year or period and cumulatively, are as follows:

2006 2005

HKS$°000 HK$°0C0

Unrecognised share of results of associates for the year/period 8,636 5,030
Accumulated unrecognised share of results of associates 13,666 5,030
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NQOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

19. PREPAID RENTAL

Group
2006 2005
HK$'000 HK$'000
Cost
At beqginning and end of the year 10,500 10,500
Accumulated Amortisation
At beginning of the year 8,597 7,860
Amortisation provided during the year 737 737
At end of the year 9,334 8,597
Net book value
At end of the year 1,166 1,903

The prepaid rental represents the capital contribution made by the joint venture partner of Yifu in the form of
a right to use the property owned by the joint venture partner within the terms of the joint venture.

The prepaid rental is amortised on a siraight-line basis over the underlying initial term of the joint venture of 15
years.

20. DEFERRED PRODUCT DEVELOPMENT COSTS

Group
2006 2005
HK$'000 HK$'000
Cost
At beginning of the year 24,474 21,875
Additions 3,489 2,599
At end of the year 27,963 24 474
Accumulated amortisation and impairment
At beginning of the year 17,655 16,014
Amortisation provided during the year 1,921 1,641
At end of the year 19,576 17,655
Net book value
At end of the year 8,387 6,819




21.

22,

NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

AVAILABLE-FOR-SALE FINANCIAL ASSETS

Group
2006 2005
HK$'000 HK$000
Listed securities
— Listed equity securities in Hong Kong (note (a)) 21,868 15,620
Unlisted debt security
— Debt security traded on inactive markets and of
private issuers (note (b)) 11,744 11,744
33,612 27,364
Market value of listed securities 21,868 15,620

{a) Upon completion of disposal of Swank as further detailed in nate 41(a) below,

the Group will hold

approximately 5% of the existing issued shares of Swank and the Group’s interest in Swank has been

classified as available-for-sale financial asset.

(b) The unlisted debt security has an effective interest rate of 12.5% and mature on 29 April 2010. The
unlisted debt securities not publicly traded are secured by the issued capital of the issuer on a pro rata
basis, and there is na material difference between the carrying amount of the asset and the present
value of the estimated future cash flows discounted at the current market rate of return for a similar

financial asset.

LOANS RECEIVABLE

Group

2006 2005
HK$'000 HK$'000

Secured
— Moulin Loan {note (a)} 50,000 50,000
— Others (note (b)) 4,809 2,000
Unsecured {note (b)) 129 46
54,938 52,046
Provision for impairment (note {a)) (46,500) (45,000)
8,438 7,046
Less: Non-current portion {562} (1,000)
7.876 6,046
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

22.

LOANS RECEIVABLE (Continued;

(a)

On 9 June 2005, Moulin Global Eyecare Holdings Limited (“Moulin”), before it went into liquidation,
brought an action (“"HCA 1083/2005"} in the High Court of Hong Kong against Active Base Limited
("Active Base"), a wholly owned subsidiary of the Company, in respect of a loan agreement dated 24
February 2005 relating to a foan of HK$50 million (“Lozn”) and a debenture executed by Moulin. Moulin
soughs for a declaration that the Loan and the debenture were invalid, unenforceable or otherwise not
binding on itself and/or any liquidator. After commencement of HCA 1083/2005, Moulin went into
liquidation and the liquidator of Moulin issued a Notice of Adjudication of Proof of Debt to reject Active
Base's claims against Moulin as a secured creditor over the assets of Moulin under the said agreement
and debenture. Active Base has filed an appeal ("HCCW 470/2005") against such decision and the
Court has already given directions for the filing of evidence by the parties. In the circumstances HCA
1083/2005 was discontinued but the subject matters of the dispute there under will now be deait with
under HCCW 470/2005. As at the date hereof, no hearing date has been fixed yet.

However, the directors of the Company have also carefully considered the current progress on the
realisation of assets by Moulin's provisional liguidators and the financial position of Moulin as released
by Moulin up to the date of this report, and as a result, an additional impairment loss of HK$ 1,500,000
(2005: HK$ 45,000,000) has been recognised for the year. As at 31 December 2006, accumulated
impairment loss of HK$46,500,000 {2005: HK$45,000,000) has been recogmised against the Moulin
Loan in these financial statements.

The loans receivable bears interest ranging from 3% to 20% per annum (2005 from 3% to 12 % per
annumj} for the year.




23.

24,

25.

NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

PROPERTIES HELD FOR SALE

Group
2006 2005
HK$'000 HK$'000
At cost 5,439 6,333
Provision for impairment — {133)
5,439 6,200
The properties held for sale are situated in Hong Kong and are held under medium term leases.
FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
Group
2006 2005
HKS'000 HK$'000
Listed equity securities held for trading at fair value 7,622 2,465
Unlisted investment in investment fund, at fair value 5,595 —
13,217 2,465
Market value of listed securities 7.622 2,465
INVENTORIES
Group
2006 2005
HKS$'000 HK$'000
Raw materials 27,492 37,577
Work in progress 14,241 17,720
Finished goods 22,826 12,243
64,559 67,540

As at 31 December 2006 and 2005, all inventories are stated at cost.
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

26. ACCOUNTS RECEIVABLE

The ageing analysis of the Group’s accounts receivable is as follows:

2006 2005

HK$'000 Percentage HK$’'000 Percentage
Current to three months 29,817 63 48,196 70
Four to six menths 1,454 106 0
Seven months to one year 848 943 1
QOver one year 15,139 32 19,824 29
47,258 100 69,069 100

Provision (12,219) (6,177)

Total after provision 35,039 62,892

Payment terms with customers are mainly on credit together with deposits. Invoices are normally payable from
30 to 120 days of issuance, except for certain well established customers. All of the trade and other receivables

are expected to be recovered within one year.

The carrying amount of accounts receivable approximates their fair value.

Included in accounts receivable are the following amounts denominated in a currency other than the functional

currency of the Group to which they relate:

Group
2006 2005
‘000 000
RMB 323 2,421
uso 3,159 4,936
IPY 3,745 2,820



27.

28.

NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

At 31 December 2005, included in the balance is an amount of HK$ 20 million which represents the balance of
the consideration on the disposal of controlling interest in Swank as referred to note 41(a} below. The directors
consider that the balance of prepayments, deposits and other receivables approximate their fair value,

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include the following components:

Group Company
2006 2005 2006 2005
HK$'000 HK$ 000 HKS$'000 HK$'000
Cash at bank and in hand 96,591 65,453 642 2,445
Short-term bank deposits 523,139 331,322 360,317 261,617
619,730 396,775 360,959 264,062

The effective interest rate of short-term bank deposits is ranging from 3.18% to 5.18% per annum (2005: from
3.65% ta 4.39% per annum). They have a maturity of 7 days and are eligible f{or immediate cancellation
without receiving any interest for the last deposit period. The directors consider thai the carrying amounts of
these assets approximate their fair value.

Group
2006 2005
HK$'000 HK$060
RMB 2,121 4,298
United States Dollars {("USD") 33,557 33,381
Euro ("EUR™} 10 4
Macau Pataca ("MOP") 42 27

Other than disclosed above, cash and cash equivalents of approximately HK$356,067,000 (2005:
HK$133,943,000) are denominated in HK.

RMB is not a freely convertible currency in the international market. The exchange rate of RMB is determined by
the Government of the PRC and remittance of these funds out of the PRC is subject to exchange restriction
imposed by the Government of PRC.
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

29. ACCOUNTS PAYABLE

The aged analysis of the Group’s accounts payable is as follows:

Group
2006 2005
HKS$'000 HK3000
Current to three months 52,751 46,809
Four to six months 8,412 12,189
Seven manths to one year 14,156 6,629
Over one year ' 7.580 6,031
82,899 71,658

Accounts payable aged less than four months accounted for 64% (2005: 65%) of the total accounts payable.
The carrying amount of accounts payable approximates their fair value.

Included in accounts payable are the following amounts denominated in a currency other than the functional
currency of the Group to which they relate:

Group

2006 2005

HK$'000 HK$'000

RMB 20,194 17,341

UsD 1,343 1,022

JPY 13,425 5,640

30. PROVISION FOR LONG SERVICE PAYMENTS
Group Company

? @ 2006 2005 2006 2005

o HK$'000 HK$'000 HK$'000 HK$°000

= 2 At beginning of year 570 949 230 230

g Amount utilised

i 3 during the year — (379 — -—
fae) | ==
SE

> At end of year 570 570 230 230
g

&":i: The Group provides for the probable future long service payments expected to be made to employees under

g the Hong Kong Employment Ordinance, as further explained under the heading “Employee benefits” in note

2 2{q)(iii} to the financial staternents. The provision is based on the best estimate of the probable future payments

which have been earned by the empioyees from their service to the Group to the balance sheet date.




31.

NQOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

DEFERRED TAX LIABILITIES

Group
Accelerated tax depreciation

2006 2005
HK$'000 HK$ 000
At 1 January 2,053 3,122
Charge to equity for the year — —
Credit to income statement for the year {177} (1,069)
Disposal of a subsidiary {557} —
At 31 December 1,319 2,053

The Group has tax losses arising in Hong Kong of approximately HK$195,171,000 (2005: HK$142,700,000)
that are available indefinitely for offsetting against future taxable profits of the companies in which the losses
arose. Deferred tax assets have not been recognised in respect of these losses as they have arisen in subsidiaries

that have been loss-making far some time.
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

32.

ISSUED CAPITAL

During the year, the movement of share capital of the Company is as follows:

Pursuant to the circular dated 28 April 2006, ordinary resolutions for the open offer, the bonus issue and the
share cansideration were passed in the special general meeting of the Company held on 30 May 2006. As the
open offer became unconditional on 20 June 2006, the number of issued share capital increased from
286,068,644 shares to 899,072,804 shares at HK$0.01 each by issuing 357,585,805 offer shares and
255,418,355 bonus shares. On 21 June 2006, the share consideration became effective, every 4 shares of the
Company was consolidated into 1 consolidated share at HK$0.04 each. Then, the number of issued share
capital of the Company became 224,768,201 shares at HK30.04 each.

The movement of the Group's and the Company's share capital is as follows:

Number of
issued shares HK$°000
As at 1 January 2005 and 1 January 2006, at HK$0.01 each 286,068,644 2,861
Issued of shares at HK$0.0? each by the open offer 357,585,805 3,576
Issued of shares at HK$0.01 each by the bonus issue 255,418,355 2,554

Consolidation of every 4 shares into 1 share (674,304,603) —

As at 31 December 2006 at HK$0.04 each 224,768,201 8,991
Number of
shares HK$'0C0
Authorised :
At 1 January 2006, ordinary shares of HK$0.01 each 50,000,000,000 500,000
and at 31 December 2006, ordinary shares of HK$0.04 each 12,500,000,000 500,000

Issued and fully paid :
At 1 January 2006, at HK$0.01 each 286,068,644 2,861

and at 31 December 2006, at HK$0.04 each 224,768,201 8,991




33. RESERVES

NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

(a) Group
Attributable to equity holders of the Company
Fair value
reserve for
available-
Exchange Capital  Property Investment  forsale
Share fluctuation  Capital Contributed recemption revaluation  property  finantial  Retained Minority Total
premium  reserve  reserve  surplus  reserve reserve resemve assets profits Total  interests  reserves
HKEO00 HKEODD  HKS000  HKE000  HKR'O00  MKSDO0  HKSOO0  RKS'O00  HKR'000  HKROOO HKSOO0  HK§00D
AL T January 2005 200,55 1,942 801 283,208 i - 1,963 - MM 736,750 13 157,926
— Opening adjustments
fov the adopion of
— HKAS 49 - - - - ~ - 7,363} - 1963 - - -
— KRS 3 - - - - - - - - Ho0 1030 154 7,284
As rasizted 30,55 1942 8 283,208 il - - - MBeE IE3s 1,39 785,210
Aising from revaluation
of leasehald buidings - - - - - & - - - b - 6
Increase in fair value of
available-forsale
financiel assets - - - - - - - 15,620 - 15,620 - 15,628
Exchange re2fignment - 2973 - - - - - - - {2,973 - PRI}
Net gains and losses nat
recognised in the
income statement - 12.973) - - - b - 15,620 -~ 12653 - 12,653
ProhtAloss) for the year - - - - - - - - 4779 7,119 {9,307) {4,528)
AL31 December 2005
ang | January 2006 300558 {1,031} 801 283308 i & - 1560 8015 781252 1208 7933%
Aising from revaluation
of leasehold buddings - - - - - To? - - - 707 - 0
Increase in fair value of
avgilable-for-sale
{inancial assets - - - - - - - 6,248 - 6,148 - 6243
Exchange reafignment - ] - - - - - - - ] - i
Net gains and lusses ol
recognised in the
income statement 200,556 {1033} 801 283,208 il 3 - 11,568 82,015 788,205 12083 500,288
Issue of shares 169,853 - - - - - - - - 16983 - 169893
Expenses for issue of
shares {2,496) - - - - - - - - 2,49 - 12,496)
B shares {2,504} - - - - - - - - 11,554 - {2,554}
Loss for the year 12,554) - - - - - - — {28 (16215 813 {19419
At 31 December 2006 365,355 {1,033) 801 283,208 N N3 - 11,868 W79 936783 8599 945,682
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

33. RESERVES (Continued)

(@) Group (Continued)

Notes:—
i) Share premium

The application of the share premium is governed by Sections 48B of the Hong Kong Companies Ordinance.
ii) Exchange fluctuation reserve

The exchange fluctuation reserve comprise all foreign exchange differences arising from the transiation of
the financial statements of foreign operations as well as the effective portion of any foreign exchange
differences arising from hedges of the net investment in theses foreign operations. The reserve is dealt with
in accordance with the accounting policies set out in note 2(u).

iii) Contribution Surplus after 31 December 2000

The contribution surplus of the Company reprasent the surplus arising from the Group reorganisation in
2003,
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34.

NOTES TO THE FINANCIAL STATEMENT

for the year ended 31 December 2006

RESERVES (Continued)

(b) Company

Capital
Share redemption Contributed Retained

premium reserve surplus profits Total

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
At 1 January 2005 200,556 77 368,125 36,184 604,942
Profit for the year — — — 5,501 5.501
At 31 December 2005

and at 1 January 2006 200,556 77 368,125 41,685 610,443

Issue of shares 169,853 — — — 169,853
Expenses for issue of shares {2,496) — — — {2,496)
Bonus shares (2,554} — —- — (2,554)
Profit for the year — — — 13,008 13,008
At 31 December 2006 365,359 77 368,125 54,693 788,254

The contribution surplus of the Company represents the excess of the fair value of the shares in relation
to the shares of the subsidiaries acquired pursuant to the Group's rearganization at the time of the
listing of the Company’s shares, over the nominal value of the Company's shares issued in exchange
therefore. The contribution surplus of the Company represents the surplus arising from the group
regrganisation in 2003,

At 31 December 2006, the aggregate amount of reserve available for distribution to equity holders of the
Company, calculated in accordance with the Companies Act 1981 of Bermuda (as amended), was
HK$422,818,000 (2005: HK$409,810,000). In addition, the Company’s share premium account, in the amount
of HK$365,359,000 may be distributed in the form of fully paid bonus shares.

SHARE OPTION SCHEME

The company operates a share option scheme (the “Tomorrow Scheme”) for the purpose of providing incentives
and rewards to eligible participants who contribute to the success of the Group's operations. Eligible participants
of the Tomorrow Scheme include the Company's directors, including independent non-executive directors,
other employees of the Group, suppliers of goods or services to the Group, customers of the Group, the
Company's shareholders, and any minority shareholder of the Company's subsidiaries. The Tomorrow Scheme
became effective on 29 May 2002 and, unless otherwise cancelled or amended, will remain in force for 10
years from that date.
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

34.

35.

SHARE OPTION SCHEME (Continued)

The maximum number of unexercised share options currently permitted to be granted under the Tomorrow
Scheme is an amount equivalent, upon their exercise, to 10% of the shares of the company in issue at the time
of approving the Tomorrow Scheme. The maximum number of shares issuable under share options to each
eligible participant in the Tomorrow Scheme within any 12-month period, is limited to 1% of the shares of the
Company in issue at any time. Any further grant of share options in excess of this limit is subject to shareholders’
approval in a general meeiing.

Share options granted to a director, chief executive or substantial shareholder of the company, or to any of their
associates, are subject io approval in advance by the independent non-executive directors. in addition, any
share options granted to a substantial shareholder or an independent non-executive director of the company,
or to any of their associates, in excess of 0.1% of the shares of the company in issue at any time or with an
aggregate value (based on the price of the company’'s shares at the date of the grant) in excess of HK$5 million,
within any 12-month period, are subject to shareholders’ approval in advance in a general meeting.

The offer of a grant of share options may be accepted within 21 days from the date of the offer, upon payment
of a nominal consideration of HK$1 in total by the grantee. An option may be exercised under the Tomorrow
Scheme at any time during a period not exceeding five years after the date when the option is granted and
expiring on ihe last date of such period.

The exercise price of the share options is determinable by the directors, but may not be less than the higher of
{i) the Stock Exchange closing price of the Company’s shares on the date of the offer of the share options; {ii)
the average Stock Exchange closing price of the Company’s shares for the five trading days immediately preceding
the date of the offer; and (jii} the nominal value of an ordinary share.

Share options do not confer rights on the holders to dividends or to vote at shareholders” meetings.

Na share options have been granted during the year and no share options cutstanding as at the balance sheet
date.

RETIREMENT BENEFITS SCHEME

The Group operates a Mandatory Provident Fund Scheme (the "MPF Scheme”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for employees employed under the jurisdiction of the Hong Kong Employment
Ordinance. The MPF Scheme is a defined contribution retirement scheme administered by independent trustees.
Under the MPF Scheme, the employer and its employees are each required to make contributions to the scheme
at 5% of the employees’ relevant income, subject to a cap of monthly relevant income of HK$20,000,
Contributions to the MPF Scheme vest immediately.

The Company's subsidiary established in the PRC participates in a mandatory central pensian scheme organised
by the PRC government for certain of its employees, the assets of which are held separately from those of the
Group. Contributions made are based on a percentage of the eligible employees’ salaries and are charged to
the consolidated income statement as they become payable, in accordance with the rules of the scheme. The
employer's contributions vest fully once they are made.
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36.

NOTES TO THE FINANCIAL STATEMENT

For the year ended 37 December 2006

RETIREMENT BENEFITS SCHEME {Continued)

Under the above schemes, retirement benefits of existing and retired employees are payable by the relevant
scheme administrators and the Group has no further obligations beyond the annual contributions.

The aggregate amounts of employer's contributions by the Group in respect of retirement benefits schema
dealt with in the consolidated income statement for the year are disclosed in note 8 to these financial statements.

The Group does not have any other pension schemes for its employees in respect of the subsidiaries outside
Hong Kong and PRC. In the opinion of the directors of the Company, the Group did not have any significant
contingent liabilities as at 31 December 2006 and 2005 in respect of the retirement of its employees.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s activities expose it to a variety of financial risks: market risk {including currency risk and price risk),
credit risk, liquidity risk and interest-rate risk. The Group’s overall risk management programme focuses on the
unpredictability of financial markets and seeks to minimise potential adverse effects on the Group’s financial
performance.

a)  Market risk

i) Foreign currency risk

The Group is exposed to foreign currency risk primarily through sales and purchases that are
denominated in a currency other than the functional currency of the operations to which they
relate. The currencies giving rise to this risk are primarily USD and RMB.

As the estimated foreign currency exposure in respect of committed future sales and purchases
and estimated foreign currency exposure in respect of highly probable forecast sales and purchases
is not significant, no hedging an foreign currency risk has been carried out during the year under
review.

in respect of accounts receivable and payable held in currencies other than the functional currency
of the operations to which they relate, the Group ensures that the net exposure is kept to an
acceptable level.

i) Price risk
The Group is exposed to equity securities price risk because investments held by the Group are

classified on the consolidated balance sheet either as available-for-sale financial assets or as
financial assets at fair vaiue through profit or loss.
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

b)  Credit risk
The Group’s credit risks are primarily attributable to time deposits, accounts and other receivables.

The Group's time depasits are deposited with banks of high credit quality in Hong Kong and the Group
has exposure limit to any single financial institution.

For trade and other receivables, management has a credit policy in place and the exposures to these
credit risks are monitored on an ongoing basis. In respect of accounts and other receivables, credit
evaluations are performed on all customers requiring credit over a certain amount.

In addition, the Group reviews the recoverable amount of each individual debt at each balance sheet
date to ensure that adequate impairment losses are made for irrecoverable amounts.

c) Liquidity risk

Individual operating entities within the Group are responsible for their own cash management, including
the raising of loans to cover expected cash demands, subject to approval by the holding company’s
board. The Group’s policy is 1o regularly monitor current and expected liquidity requirements and its
compliance with lending covenants, to ensure that it maintains sufficient reserves of cash and adequate
committed lines of funding from bankers to meet its liquidity requirements in the short and longer term.

d) Interest rate risk
The Group manages its interest rate exposure based on interest rate fevel and outlook as well as potential

impact on the Group's financial position arising from volatility. The Group does not expect any changes
in interest rate which might materially affect the Group’s result of operatians.
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

37. COMMITMENTS

(@) Capital commitments

Group
2006 2005
HKS$'000 HK3$'000
Property, plant and equipment
— Contracted but not provided for 1,245 6,075

Deferred praduct development costs
— Contracted but not provided for — 583
—— Autharised but not contracted for — —

Commitments to contribute to a subsidiary
registered in the PRC 19,696 27,958

20,94 34,616

60
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

37. COMMITMENTS (Continued)

(b) Operating lease commitments

The Group leases certain of its office properties, factory premises, warehouses and office equipment
under operating lease arrangements. Leases for office properties, factory premises and warehouses are
negotiated for terms ranging from one to fifteen years, and those office equipment for a term of three
years.

The Group and the Company had future mintmum lease under non-cancellable operating leases falling
committed for due as follows:

Group Company
2006 2005 2006 2005
HK$'000 HK$'000 HK5000 HK$ 000
Land and buildings;
Within one year 6,190 6,144 1,756 1,756
In the second to fifth years,
inclusive 19,682 16,828 3,371 3.371
After five years 20,333 1,580 —_ -
46,205 24,552 5,127 5,127
Office equipment:
Within one year —_ 89 _ —
In the second to fifth years,
inclusive — — _ —
— 89 — —
46,205 24,641 5,127 5127
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

CONTINGENT LIABILITIES

Company
2006 2005
HK$'000 HK$'000
Guarantees of banking facilities granted to subsidianes 45,300 15,300

POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE YEAR ENDED 31 DECEMBER 2006

Up to the date of issue of these financial statements, the HKICPA has issued a number of amendments, new
HKFRSs, HKASs and interpretations which are not yet effective for the year ended 31 December 2006 and
which have not been adopted in the financial statements.

The Group is in the process of making an assessment of what the impact of these amendments, new HKFRSs,
HKASs and interpretations is expected to be in the pericd of initial application. So far it has cencluded that the
adoption of them is unlikely to have a significant impact on the Group's results of operations and financial
position.

In addition, the following developments may result in new or amended disclosures in the financial statements:

HKAS 1 {Amendment) Presentation of Financial Statements: Capital Disclosures'

HKFRS 7 Financial Instruments: Disclosures?

HKFRS 8 Operating Segments?

HK (IFRIC) — INT 7 Applying the Restatement Approach under HKAS29 Financial Reporting
in Hyperinflationary Economics®

HK {IFRIC} — INT 8 Scope of HKFRS24

HK (IFRIC} — INT 9 Reassessment of Embedded Derivatives

HK (IFRIC} — INT 10 Interim Financial Reporting and Impariment®

HK {IFRIC) = INT 11 HKFRS2-Group and Treasury Share Transactions’

HK {IFRIC} - INT 12 Service Concession Arrangements8

! Effective for annual periods beginning on or after 1 lanuary 2007,

2 Effective for annual periods beginning on or after 1 January 2009.

3 Effective for annual periods beginning on or after 1 March 2006.

4 Effactive for annual periods beginning on or after 1 May 2006.

5 Effective for annual periods beginning on or after 1 June 2006.

8 Effective for annual periods beginning on or after 1 November 2006.
7 Effective for annual periods beginning on or aiter 1 May 2007.

& Efiective for annual periods beginning on or after 1 January 2008.
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

40. CONNECTED AND RELATED PARTY TRANSACTIONS

During the year, the Group had the following connected and related party transactions:

(i}

(i)

{in)

During 2005, a loan of HK$24,100,000 was granted by a wholly-owned subsidiary of the Group to E-
Top PCB Limited (“E-Top"), a 57 % owned subsidiary of the Group, for its general working capital. The
Ioan was unsecured, bore interest at the one-month Hong Kong dollar time deposit rate and repayable
on demand.

In addition, the Group had certain banking facilities, with a total limit of HK$15,300,000 {2005:
HK$15,300,000), which were used by a wholiy-owned subsidiary of the Group. These banking facilities
were secured by corporate guarantees executed by E-Top and Plentiful, both of which are 57% owned
subsidiaries of the Group, and certain wholly-owned subsidiaries of the Group, and certain leasehold
buildings of the Group (note 14), and certain leasehold land of the Group (note 15).

In addition to the transactions and balances detailed elsewhere in these financial statements, the Group
had the following material transactions with related parties during the year:

2006 2005

Notes HK$"000 HK$'000

Sales of products to associates a _ 3,746
Purchases of products from associates b — 6,327
Management fee income from associates d — 256




NOTES TO THE FINANCIAL STATEMENT
For the year ended 31 December 2006
40. CONNECTED AND RELATED PARTY TRANSACTIONS (Continued)

a. The sale to the associates were made according to the published prices, terms and conditions offered to
the major third party customers of the Group.

b. The purchases from the associates were made according to the published prices, terms and conditions
offered by the associates to their major third party customers.

C. The management fee income was charged according to the management's estimation on costs of office
premises and utilities used by the associates.

41. NOTETO THE CONSOLIDATED CASH FLOW STATEMENT

(a) Disposal of controlling interest in Swank

2006 2005
HK$'000 HK$°000
Net assets disposed of:
Fixed assets — 45,575
Interests in associates — 31,656
Cash and bank — 31,226
Time deposits —_ 379
Accounts receivable — 43,916
Prepayment, deposits and other receivables — 5,060
Inventories _ 27,222
Accounts payable — (20,363}
Amounis due to associates — {2,904)
Other payables and accruals — (9.914)
Tax payable — (850}
Provision for fong service payments — (379)
Amount due to a shareholder — (47,716)
Promissory note payable — (102,073)
_ 835
Gain on disposal — 42,244
Total consideration — 43,079
Satisfied by:
Cash received — 23,079
Other receivable (note 27} —_ 20,000
— 43,079

pajwn sbuipjoH [euonewsaiy) molowo), B

] {S)

E06TZ DIEEET) (SR




loo0z3vicdsulienuuyREVS)

patiwi sbulpjoy jeuoneussiu] mouowo] £

NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

41. NOTETO THE CONSOLIDATED CASH FLOW STATEMENT (Continued)

(a)

Disposal of controlling interest in Swank (Continued)

An analysis of net outflow of cash and cash equivalents in respect of the disposal of controlling interest
in Swank is as follows:

2006 2005

HK$'000 HK$'000

Cash consideration — 23,079
Cash and bank balance disposed — (31,226)
Time deposits disposed — (379)
Net cash cutflow - (8,526)

(1

(2)

On 20 january 2005, Probest Holdings Inc¢ {“Probest ") which is a wholly-owned subsidiary of the
Company, amongst the others, entered into a conditional sale and purchase agreement (as
amended by the supplemental agreement dated 13 April 2005} {*S5wank Disposal Agreement™)
with an independent third party, China Time Investment Holdings Limited (“China Time™), pursuant
to which Probest disposed of 1,437,396,440 issued shares of the Swank International
Manufacturing Company Limited (“Swank”), representing approximately 46% of the existing
issued share capital of Swank at the consideration of HK$42,121,893 which are to be received by
two instalments as fotiows:

(i as to HK$23,121,893 within six months of completion; and

(i as to HK$20,000,000 on the anniversary of Completion.

The Swank Disposal Agreement was completed on 3 June 2005.

Upon completion of the Swank Disposal Agreement on 3 June 2005, Profitwon issued and delivered
a new Promissory Note of HK$ 112,285,435 to Probest, which is guaranteed by Swank (“Swank
Guarantee”). The obligations of Swank under the Swank Guarantee are unsecured and will cease

to be effective if the Put Option, as referred to {3) below, is exercised and the transaction
contemplated under the Put Option is completed.




NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

41, NOTETO THE CONSOLIDATED CASH FLOW STATEMENT (Continued)

(a) Disposal of controlling interest in Swank (Continued)

@)

(4)

On completion of the Swank Disposal Agreement, Swank, Probest and the Company, and Profitown
entered into a shareholder agreement to regulate the management of Profitown ("Profitown
Shareholders Agreement”). Pursuant to principal terms of the Profitown Shareholders Agreement,
Swank will have the right to request Probest or an independent third party procured by Probest
to purchase {the “Put Option”) all (but not part of only) of its shares, being 70% of all the
existing issued shares of Profitown exercisable at any time before the expiry of 30 months from
the Completion Date of the Share Disposal Agreement at a price equal to the net tangible asset
value of Profitown as at the date of exercise of such put option attributable to such shares and
such purchaser will assume all the liabilities due from Swank to any member of the Profitown
Group incurred prior to the date of Profitown Shareholders Agreement at nil consideration. If the
net tangible asset value of Profitown as determined on the same basis and accounting policies
adopted by Profitown in its latest audited accounts shall fall below zero during the 30-month
period from the Completion Date, Probest will indemnify Profitown on demand for the deficit in
the event that such deficit exceeds the outstanding principal amount of the new Promissory Note
due to Probest and the interest accrued. The Put Option and such indemnity by Probest will cease
and Prabest shall have no further obligations in respect thereto if (i) the aggregate shareholding
of China Time in the Company falls below 51%; (ii) there is any change to the majority of the
board of directors of China Time since the date of and as disclosed in the Share Disposal Agreement;
and (jiiy Mr. Wang An Kang ceases to be the legal and beneficial owner of at least 75% of shares
in China Time.

Upon completion of the Swank Disposal Agreement, the Company and its wholly-owned subsidiary,
Probest, executed a deed in favour of China Time (" Tomorrow Group Deed”), pursuant to which,
Probest shall indemnify China Time for an amount of HK$56,247,530 upon demand in case
Swank ceases to be listed on the Stock Exchange under certain circumstances as detailed in the
joint announcement dated 18 April 2005 made by the Company, Swank and China Time.

Upon completion of the above Swank Disposal Agreement and its related loan restructuring agreement, the
Group realised a net gain of approximately HK$42 million.
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NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

41.

42,

NOTE TO THE CONSOLIDATED CASH FLOW STATEMENT (Continued;

(b) Disposal of a subsidiary

(1) Details of the disposal of the subsidiary of the Group on 13 February 2006 is as follow:

Place of Nominal Percentage

incarporation/ value of of equity
registration issued ordinary attributable Principal
Name and operations share capital to the Group activities
Merit Team Hong Kong HK$2 100% Property
Limited holding

(2) On 13 February 2006, the gain on disposal of the subsidiary of the Group is as follows:

2006 2005

+HKS$'000 HK$ 000

Investment property 21,650 —
Liabilities {22,207) —
Net liabilities of the subsidiary 557 —
Less: Consideration 0 —
Gain on disposal of the subsidiary 557 —

The purchaser agreed and procured the repayment of HK$21,650,000 liabilities due to the Group
of which HK$15,765,000 was repaid before year end.

POST BALANCE SHEET EVENTS

To facilitate the introduction of the Pan-China International Holdings Limited (“Pan-China”) as the strategic
investor of the Company, Winspark Venture Limited (“Winspark "} entered into a sale and purchase agreement
with Pan-China on 22 September 2006 (the “Sale and Purchase Agreement") pursuant to which Winspark has
agreed to sell 33,700,000 shares of the Company to Pan-China at a total consideration of HK$151,650,000
with a deferred payment date on the 300th day from the date of the Sale and Purchase Agreement. On the
other hand, the Company entered into a conditional option agreement with Winspark (the “Option Agreement”)
pursuant to which (1} the Company has agreed to grant to Winspark the first call option under which Winspark
has the right but not the obligation to require the Company to issue 33,700,000 shares to Winspark or as it
may direct at the subscription price of HK$4.5 (the “First Call Option”); and (2) Winspark has agreed to grant
to the Company the second call option under which the Company has the right but not the cbligation to
require Winspark to subscribe 33,700,000 shares at the subscription price of HK$4.5 {the "Second Call Option”).
Upon exercise of either the First Call Option or the Second Call Option, the other call option shall automatically
lapse and cease to be of any further effect.
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44.

NOTES TO THE FINANCIAL STATEMENT

For the year ended 31 December 2006

POST BALANCE SHEET EVENTS (Continued)

However, on 26 February 2007, the Company announced that due to the lapse of the long stop date of the
Sales and Purchase Agreement, the Sales and Purchase Agreement has ceased to be of any effect. Accordingly,
the Option Agreement was also terminated in accordance with its term. The Company and Winspark were
released from their respective obligations under the Option Agreement.

COMPARATIVE FIGURES

Certain comparative figures of the Group and the Company have been reclassified to conform to the presentation
for the current year.

ULTIMATE HOLDING COMPANY

The directors consider Winspark, which is incorporated in the British Virgin Islands, to be its ultimate holding

company.
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SCHEDULE OF INVESTMENT PROPERTIES

Propesty Description Lot Number Type Lease Term

Hong Kong

1. Ground Floor The property has a saleable /50 th shares of and in The Residential The property is held
of Blue Pool Mansion, are of about Subsection 1 and the ior a term of 999 years
No. 1 Blue Pool Road, 136.66 sq.m. Remaining Portion of Section F from 13th day of
Hong Kong on Inland Lot No. 1460 December 1897

2. Unit E, 30th Foor, The property §77/25,901,816th parts or Residential The property has a term
The Arch Block 02, has a shares of from 8th July 1996 to
Star Tower, No. 1 saleable Kawloon inland 30th June 2047
Austin Road West, area of Let. No. 11080
Tsim Shi Tsui, about 50.69 sq.m.
Kowloon, Hong Kong

3. Unit F, 30th Floor, The property 531/25,901,826th Residentia! The property has a term

The Arch Block 02, has &

Star Tower, No. 1 saleable
Austin Road Wesi, area of
Tsim Shi Tsui, about 39.82 sq.m.

Kowloon, Hong Kong

parts or shares
of Kowloon Inland
Lot. No. 11080

from Bih July 1996 o0
30th June 2047
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42,

43.

44,

LA H®RBIR

AER 5| APan-China International Holdings Limited { [Pan-Chinal ) fEAZRDE] 2 BB E + Winspark
Venture Limited ( [Winspark] } BPan-China R —F T AFAA -+ BTV ERGE ( (EBWHE) ) - &
- Winspark & & LA £ 1X 8 151,650,000/ T AIPan-Chinait £ A2 7)33,700,0000% 8 {5 - M MigZ Mk
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TOMORROW INTERNATIONAL HOLDINGS LIMITED

{Incorporated in Bermuda with limited liability})
(Stock Code: 760}

PROPOSED SHARE SUBDIVISION
AND
CHANGE OF BOARD LOT SIZE

The Board proposes that each of the existing issued and unissued Share be subdivided into ten Subdivided
Shares. The Share Subdivision will become effective upon the fulfillment of the conditions set out
below.

Upon the Share Subdivision becoming effective, each board lot size of the existing Shares for trading
on the Stock Exchange will be changed from 5,000 Shares to 15,000 Subdivided Shares.

A circular containing, among other things, the details of the Share Subdivision and the change of board
lot size, together with the notice of Special General Meeting, will be despatched to the Shareholders as
soon as practicable.

SHARE SUBDIVISION

The Board proposes that each of the existing issued and unissued Share be subdivided into ten Subdivided
Shares.

As at the date of this announcement, the authorised share capital of the Company was HK$500,000,000
comprising 12,500,000,000 Shares, of which 224,768,201 Shares have been allotted and issued as fully-
paid or credited as fully paid. Upon the Share Subdivision becoming effective, the authorised share capital
of the Company will remain at HK$500,000,000 but will comprise 125,000,000,000 Subdivided Shares.
On the basis that 224,768,201 Shares are in issue as at the date of this announcement, 2,247,682,010
Subdivided Shares will be in issue upon the Share Subdivision becoming effective. The Subdivided Shares
will rank pari passu in all respects with each other and other than the expenses incurred by the Company in
relation to the Share Subdivision which is expected to amount to approximately HK$200,000, the
implementation thereof will not alter the underlying assets, business operations, management or financial
position of the Company or the interests or rights of the Shareholders.
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Share Subdivision becomes effective:

Before Share Immediately after

Subdivision Share Subdivision

Nominal value per Share HK$0.04 HK$0.004
Authorised share capital HK$500,000,000 HKS$500,000,000
Number of authorised Shares 12,500,000,000 Shares 125,000,000,000 Subdivided Shares
Issued share capital HK$8,990,728 HK$8,990,728
Number of issued Shares 224,768,201 Shares 2,247.682,010 Subdivided Shares
Unissued share capital HK$491,009,272 HK$491,009,272
Number of unissued Shares 12,275,231,799 Shares 122,752,317,990 Subdivided Shares

As at the date of this announcement, there were no outstanding convertible securities issued or options
granted which carry rights to acquire Shares and the Directors had no present intention to grant any options

under the Company’s share option scheme during the period from the date of this announcement to the date
of the Special General Meeting.

CONDITIONS OF THE SHARE SUBDIVISION
The Share Subdivision is conditional upon:

(a) the passing of a resolution by the Shareholders to approve the Share Subdivision at the Special General
Meeting; and

(b) the Listing Committee of the Stock Exchange granting the listing of and permission to deal in the
Subdivided Shares and any new Subdivided Shares which may fall to be issued pursuant to the exercise
of options granted under the Company’s share option scheme.

An application will be made to the Listing Committee of the Stock Exchange for the listing of and permission
to deal in the Subdivided Shares and any new Subdivided Shares which may fall to be issued pursuant to
the exercise of options granted under the Company’s share option scheme. Dealings in the Subdivided
Shares will be subject to stamp duty in Hong Kong.

CHANGE OF BOARD LOT SIZE

Currently, the Shares are traded on the Stock Exchange in board lots of 5,000 Shares. Upon the Share
Subdivision becoming effective, each board lot size of the existing Shares for trading on the Stock Exchange
will be changed from 5,000 Shares to 15,000 Subdivided Shares. Based on the closing price of the Shares
as at the date of this announcement of HK$1.80 per Share, each board lot of 15,000 Subdivided Shares
would have a market value of HK$2,700.00.

The change in board lot size upon the Share Subdivision becoming effective will result in odd lots of the
Subdivided Shares. In order to alleviate the difficulties arising from the existence of such odd lots, the
Company will arrange matching services for the odd lots of the Subdivided Shares during the period from
Wednesday, 4th July 2007 to Wednesday, 25th July 2007. Details of such arrangement will be set out in the
circular in relation to, among other things, the Share Subdivision and the change of board lot size to be
despatched to the Shareholders on or about 21st May 2007,
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Upon the Share Subdivision becoming effective, the monetary value of each board lot of the Subdivided
Shares will be lower than the monetary value of each existing board lot of the Shares and the transaction
cost of the Subdivided Shares will likewise be reduced. The Board believes that the Share Subdivision may
improve the liquidity of the Subdivided Shares and enable the Company to attract more investors and
broaden its shareholder base. The Board is of the opinion that the Share Subdivision is in the interests of
the Company and the Shareholders as a whole.

EXPECTED TIMETABLE

The expected timetable for the implementation of the Share Subdivision and the associated trading
arrangements are set out as follows:

2007
Despatch of circular in relation to, among other things,
the Share Subdivision and the change of board lot size and form of
proxy for use by the Shareholders at the Special General Meeting ..........ccccovvevenenne. Monday, 21st May
Latest time for lodging the form of proxy for .
the Special General Meeting ..........cccovvvivivvivccieievcreneeeeeecesreseeens 12:30 pom. on Wednesday, 13th June

Time and date of the Special General Meeting to approve,
among other things, the Share Subdivision ..., 12:30 p.m. (or as soon
as the Annual General Meeting
shall have been concluded or
adjourned) on Friday, 15th June

Effective date of the Share SubdivVISION ....cocvieeiiiiiie et Monday, 18th June

Dealings in Subdivided Shares commence .........oocovvvevevevrive e 9:30 a.m. on Monday, 18th June

Original counter for trading in existing Shares
in board lots of 5,000 Shares ClOSES wuuviiiioeeiieeieeiriee e e irreer et seeseeeeeasane 9:30 a.m. on Monday, 18th June

Temporary counter for trading in Subdivided Shares
in board lots of 50,000 Subdivided Shares (in the form
of certificates for existing Shares) Opens .........ccoovvvvevvvvecnee e 9:30 a.m. on Monday, 18th June

First day for free exchange of certificates for existing
Shares for new certificates for Subdivided Shares ..o, Monday, 18th June

Original counter for trading in Subdivided Shares
in board lots of 15,000 Subdivided Shares (in the
form of new certificates for Subdivided
SRATES) TE-OPEIS .veeiieeiciee e st eass s esre e s st vesansen st ennas 9:30 a.m. on Wednesday, 4th July
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and (b) certificates for existing Shares) COMMENCES ..oooevvviervirrriennnnn. 9:30 a.m. on Wednesday, 4th July

Designated broker starts to stand in the
market for providing the matching services
for the odd lots of the Subdivided Shares .........ccooviinninnn erteecreeeere e e s reenrranans Wednesday, 4th July

Temporary counter for trading in Subdivided Shares
in board lots of 50,000 Subdivided Shares (in the
form of certificates for existing Shares) closes ......co.oceevveeirveninenn 4:00 p.m. on Wednesday, 25th July

Parallel trading in Subdivided Shares (in the
form of (a) new certificates for Subdivided Shares
and (b) certificates for existing Shares) ends .......c.cccoovevriviiiiiiiieenenn, 4:00 p.m. on Wednesday, 25th July

Designated broker ceases to stand in the market for
providing the matching services for the odd lots
of the Subdivided SHAres ..o e e erenes Wednesday, 25th July

Last day for free exchange of certificates for existing
Shares for new certificates for Subdivided Shares ..........ccocviveeviiieiiiieiceerceic s Monday, 30th July

Dates stated in this announcement for events in the timetable are indicative only and may be extended or
varied. Any changes to the expected timetable will be announced as and when appropriate.

Certificates for existing Shares will only be valid for delivery and settlement purposes for the period up to
the end of parallel trading in Subdivided Shares (in the form of {a) new certificates for Subdivided Shares
and (b) certificates for existing Shares) and thereafter will not be accepted for settlement purposes. However,
the certificates for existing Shares will continue to be good evidence of legal title to the Subdivided Shares
on the basis of one existing Share for ten Subdivided Shares.

Subject to the Share Subdivision becoming effective, Shareholders may, during business hours from Monday,
18th June 2007 to Monday, 30th July 2007 (both dates inclusive), submit their certificates for the Shares to
the Company’s branch share registrar in Hong Kong, Computershare Hong Kong Investor Services Limited,
at Shop 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong in exchange
for certificates for the Subdivided Shares (on the basis of one Share for ten Subdivided Shares) free of
charge. Thereafter, share certificate(s) for Shares will be accepted for exchange on payment of a fee of
HK$2.50 (or such higher amount as may from time to time be specified by the Stock Exchange) for each
new certificate issued for the Subdivided Shares or each old share certificate submitted, whichever number
of share certificate(s) involved is higher.

In order to distinguish between the existing and the new share certificates, share certificates for the Subdivided

Shares will be orange in colour which is different from the existing share certificate which is purple in
colour.



A circular containing, among other things, the details of the Share Subdivision and the change of board lot
size, together with the notice of Special General Meeting, will be despatched to the Shareholders as soon as

practicable.

Further announcement will be made by the Company as soon as the Share Subdivision becomes

unconditional.

DEFINITIONS

In this announcement, unless the context otherwise requires, the following expressions have the following

respective meanings:

“Annual General Meeting”

“Board”

“Company”

“Director(s)”

“Hong Kong”
“Share(s)”

“Share Subdivision”
“Shareholder(s)”

“Special General Meeting”

“Stock Exchange”

“Subdivided Share(s)”

tLHKS‘l,

Hong Kong, 30th April 2007

the annual general meeting of the Company to be convened at 12:00 noon on
Friday, 15th June 2007 at 27th Floor, Henley Building, No.5 Queen’s Road
Central, Hong Kong

the board of Directors

Tomorrow International Holdings Limited, a company incorporated in
Bermuda with limited liability, the shares of which are listed on the Stock
Exchange

the director(s) of the Company

Hong Kong Special Administrative Region of the People’s Republic of China
share(s) of HK$0.04 each in the share capital of the Company

the proposed subdivision of every Share into ten Subdivided Shares

holder(s) of the Shares and the Subdivided Shares

the special general meeting of the Company to be convened for the purpose
of approving, among other things, the Share Subdivision

The Stock Exchange of Hong Kong Limited

share(s) of HK$0.004 each in the share capital of the Company upon the
Share Subdivision becoming effective

Hong Kong dollars

By Order of the Board of
Tomorrow International Holdings Limited
Yau Tak Wah, Paul
Chairman
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Wai Hung, Mr. Cheung Chung Leung, Richard and Mr. Wu Wang Li.

Please also refer to the published version of this announcement in The Standard.
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular or as to the action to be taken, you should
consult your stockbroker or other registered dealer in securities, bank manager, solicitor, professional
accountant or professional adviser.

If you have sold or transferred all your shares in Tomorrow International Holdings Limited (the
“Company”), you should at once hand this circular to the purchaser or transferee or to the bank,
stockbroker or other agent through whom the sale or transfer was effected for transmission to the
purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular,
makes no representation as to its accuracy or completeness and expressly disclaims any liability
whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the
contents of this circular.

i

TOMORROW INTERNATIONAL HOLDINGS LIMITED
W HEBBREARAA

(Incorporated in Bermuda with limited liability) .
{Stock Code:760) e T 3

PROPOSALS INVOLVING -
GENERAL MANDATES TO REPURCHASE SHARES .
AND TO ISSUE SHARES, co
RE-ELECTION OF DIRECTORS
AND 3
REFRESHMENT OF SCHEME MANDATE LIMIT
AND
NOTICE OF ANNUAL GENERAL MEETING

A notice convening an annual general meeting of the Company to be held at 27th Floor, Henley
Building, No. 5 Queen’s Road Central, Hong Kong on Friday, 15th June 2007 at 12:00 noon (the
“Annual General Meeting™) is set out on pages 14 to 18 of this circular.

A form of proxy for use at the Annual General Meeting is enclosed herewith. Whether or not you
propose to attend the Annual General Meeting, you are requested to complete the form of proxy in
accordance with the instructions printed thereon and return it to the Company’s branch share registrar
in Hong Kong, Computershare Hong Kong Investor Services Limited, at Shop 17 12-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong as soon as possible and in any event
not less than 48 hours before the time fixed for holding the Annual General Meeting. Completion and
return of the form of proxy will not prevent you from attending and voting at the Annual General
Meeting or any adjourned meeting thereof (as the case may be) should you wish to do so.

30th April 2007
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DEFINITIONS

In this circular, unless the context otherwise requires, the following expressions have the following

meanings:

“Annual General Meeting”

‘“associate(s)”
“Board™

“business day”

“Bye-Laws”
“Companies Act”

“Company”

“Directors”
ilGroup9|

“Hong Kong”

“Invested Entity”

“Latest Practicable Date”

“Listing Committee”

“Listing Rules”

the annual general meeting of the Company to be held at 27th
Floor, Henley Building, No. 5 Queen’s Road Central, Hong
Kong on Friday, 15th June 2007 at 12:00 noon, notice of which
is set out on pages 14 to 18 of this circular, or any adjourned
meeting

has the meaning ascribed thereto in the Listing Rules

the board of Directors of the Company

a day (excluding Saturday) on which banks are generally open
for business in Hong Kong

the Bye-Laws of the Company

the Companies Act 1981 of Bermuda (as amended)
Tomorrow International Holdings Limited, a company
incorporated in Bermuda with limited liability, the Shares of
which are listed on the Stock Exchange

the directors of the Company

the Company and its subsidiaries

the Hong Kong Special Administrative Region of the People’s
Republic of China

an entity in which the Group holds any equity interest

26th April 2007, being the latest practicable date prior to the
printing of this circular

the listing committee of the Stock Exchange

the Rules Governing the Listing of Securities on the Stock
Exchange




DEFINITIONS

“Options” the share options to subscribe for Shares granted under the Share
Option Scheme

“Participants” (i) any employee or proposed employee (whether full time
or part time) of any member of the Group or any Invested
Entity, including any executive director of any member
of the Group or any Invested Entity;

(ii) any non-executive director (including independent non-
executive director) of any member of the Group or any
Invested Entity;

(iii) any supplier of goods or services to any member of the
Group or any Invested Entity;

| (iv) any customer of any member of the Group or any Invested
| Entity;

{v) any person or entity that provides research, development
of other technological support to any member of the
Group or any Invested Entity; or

(vi) any shareholder of any member of the Group or any
Invested Entity or any holder of any securities issued by
any member of the Group or any Invested Entity

“Repurchase Mandate” a general mandate to the Directors to exercise the powers of the
Company to repurchase Shares during the period as set out in
the Repurchase Resolution

“Repurchase Resolution” the proposed ordinary resolution as referred to in resolution
numbered 4(B) of the notice of the Annual General Meeting

“Scheme Mandate Limit” the maximum number of Shares which may be issued upon the
exercise of all Options to be granted under the Share Option
Scheme and any other share option schemes of the Group




DEFINITIONS

“Share(s)” share(s) of HK$0.04 each in the existing share capital of the
Company
“Share Issue Mandate” a general mandate to the Directors to exercise the power of the

Company to allot and issue shares during the period as set out
in ordinary resolution numbered 4(A) of the notice of the Annual
General Meeting

“Share Option Scheme” the share option scheme adopted by the Company on 29th May
2002

“Shareholder(s)” holder(s) of the Shares

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“Takeovers Code” the Hong Kong Code on Takeovers and Mergers

“HK$” Hong Kong dollars

“0%" per cent
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TOMORROW INTERNATIONAL HOLDINGS LIMITED
B HERREEARAA

{Incorporated in Bermuda with limited liability)
{Stock Code:760)

Executive Directors: Registered office:

Mr. Yau Tak Wah, Paul (Chairman) Clarendon House

Ms. Louie Mei Po 2 Church Street

Ms. Wong Shin Ling, Irene Hamilton HM11

Mr. Tam Wing Kin Bermuda

Independent Non-executive Directors: Head office and Principal place

Mr. Ng Wai Hung of business:

Mr. Cheung Chung Leung, Richard 27th Floor,

Mr. Wu Wang Li Henley Building,
No. 5 Queen’s Road Central,
Hong Kong

30th April 2007
To the Shareholiders
Dear Sir or Madam,

PROPOSALS INVOLVING
GENERAL MANDATES TO REPURCHASE SHARES
AND TO ISSUE SHARES,
RE-ELECTION OF DIRECTORS
AND
REFRESHMENT OF SCHEME MANDATE LIMIT
AND
NOTICE OF ANNUAL GENERAL MEETING

INTRODUCTION
At the Annual General Meeting, resolutions will be proposed to grant to the Directors general mandates
to issue and allot Shares and repurchase Shares, to re-elect the Directors who are due to retire at the

Annual General Meeting and to refresh the Scheme Mandate Limit.

The purpose of this circular is to provide you with information regarding the abovementioned proposals.
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GENERAL MANDATE TO REPURCHASE SHARES

At the annual general meeting of the Company held on 30th May 2006, a general mandate was given
by the Shareholders to the Directors to exercise the powers of the Company to repurchase Shares.
Such mandate will lapse at the conclusion of the Annual General Meeting. The Directors propose to
seek your approval of the Repurchase Resolution to be proposed at the Annual General Meeting. An
explanatory statement as required under Rule 10.06 of the Listing Rules to provide the requisite
information of the Repurchase Mandate is set out in the appendix to this circular.

The Directors wish to state that they have no present intention of exercising the Repurchase Mandate
to repurchase Shares.

As at the Latest Practicable Date, the issued share capital of the Company comprised 224,768,201
fully paid up Shares. Subject to the passing of the Repurchase Resolution and on the basis that no
further Shares are issued or repurchased prior to the Annual General Meeting, the Company would
be allowed under the Repurchase Mandate to repurchase up to a maximum of 22,476,820 Shares,
being 10% of the issued share capital of the Company as at the Latest Practicable Date.

GENERAL MANDATE TO ISSUE SHARES

At the Annual General Meeting two ordinary resolutions will be proposed respectively granting to
the Directors a general mandate to allot, issue and deal with Shares not exceeding 20% of the issued
share capital of the Company at the date of passing the resolution and adding to such general mandate
so granted to the Directors any Shares representing the aggregate nominal amount of the Shares
repurchased by the Company after the granting of the general mandate to repurchase up to 10% of the
issued share capital of the Company as at the date passing of the Repurchase Resolution.

Subject to the passing of the proposed ordinary resolutions as referred in resolutions numbered 4(A)
and 4(B) of the notice of the Annual General Meeting and on the basis that no further Shares are
issued or repurchased prior to the Annual General Meeting and no Shares are repurchased under the
Repurchase Resolution, the Company would be allowed to issue and allot up to a maximum of
44,953 640 Shares which is 20% of the issued share capital of the Company as at the Latest Practicable
Date.

The Directors wish to state that they have no present intention of exercising the Share Issue Mandate
to issue and allot Shares.

RE-ELECTION OF DIRECTORS

As at the Latest Practicable Date, the Board comprised four executive Directors, namely, Mr. Yau Tak
Wah, Paul, Ms. Louie Mei Po, Ms. Wong Shin Ling, Irene and Mr. Tam Wing Kin and three independent
non-executive Directors, namely, Mr. Ng Wai Hung, Mr. Cheung Chung Leung, Richard and Mr. Wu
Wang Li.

Pursuant to the Bye-laws, Mr. Yau Tak Wah, Paul, Ms. Wong Shin Ling, Irene and Mr. Wu Wang Li
shall retire from office at the Annual General Meeting and they being eligible, offer themselves for
re-election at the Annual General Meeting.
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Biographical details of the Directors who are proposed to be re-elected at the Annual General Meeting
are as follows:

Mr. YAU Tak Wah, Paul (“Mr. Yau”), aged 51, s the founder of the Group and is primarily
responsible for the corporate strategic planning. He holds a bachelor of science degree in
mechanical engineering and has more than 21 years’ experience in the electronics industry.
Before he established the Group, Mr, Yau worked as design engineer in a renowned US
electronics company operating in Hong Kong where he gained invaluable experience in
production design and established close business relationships with various electronics
manufacturers in Hong Kong. He is also a director in other members of the Group. Mr. Yau was
also an executive director of Swank International Manufacturing Company Limited, a company
listed on the Stock Exchange, until 5th July 2005. Save as disclosed herein, Mr. Yau had not
held any directorship in any other listed companies during the three years preceding the Latest
Practicable Date.

Ms. WONG Shin Ling, Irene {(“Ms. Wong"), aged 46, was appointed executive Director in
February 2000. Ms. Wong is responsible for the management and administration of the Group.
Ms. Wong has over 14 years of experience in the field of property development and management.
She joined the Group in February 2000. She is also a director in other members of the Group.
Ms. Wong was also an executive director of Swank International Manufacturing Company
Limited, a company listed on the Stock Exchange, until 5th July 2005. Save as disclosed herein,
Ms. Wong had not held any directorship in any other listed companies during the three years
preceding the Latest Practicable Date.

Mr. WU Wang Li (“Mr. Wu”), aged 32, was appointed independent non-executive Directors
in September 2004. Mr. Wu has over 9 years of experience in auditing and accounting profession
and consulting services. He is a director of Skywise Consultants Limited and is admitted to the
status of Certified Practising Account of CPA Australia, Mr, Wu does not hold any position in
other members of the Group. Mr. Wu was also an independent non-executive director of Swank
International Manufacturing Company Limited, a company listed on the Stock Exchange, during
the period from 27th September 2004 to 5th July 2005. Save as disclosed herein, Mr. Wu had
not held any directorship in any other listed companies during the three years preceding the
Latest Practicable Date.

As at the Latest Practicable Date, Mr. Yau held a personal interest in 200,000 Shares and Ms.
Wong and Mr. Wu do not have any interest in the share capital of the Company within the
meaning of Part XV of the Securities and Futures Ordinance (Cap. 571, Laws of Hong Kong).
Save as being Directors, each of Mr. Yau, Ms, Wong and Mr. Wu does not have any relationship
with any other Directors, senior management or substantial or controlling shareholders of the
Company (as defined under the Listing Rules).
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Save that Mr. Wu is appointed for the term of one year from 27th September 2006, there is no
service contract between the Company and each of Mr. Yau and Ms. Wong, and both Mr. Yau
and Ms. Wong are not appointed for a specific term. Each of their appointment is subject to
retirement by rotation and re-election in accordance with the Bye-laws. For the year ended
31st December 2006, Mr. Yau and Ms. Wong received an emolument of HK$2,797,469 and
HK$780,000 respectively and Mr, Wu received a director’s fee of HK$120,000. The emoluments
of Mr. Yau, Ms. Wong and Mr. Wu are determined by the Board with reference to the
remuneration benchmark of the industry and the prevailing market conditions.

In relation to the re-election of Mr. Yau, Ms. Wong and Mr. Wu as Directors, there is no
information to be disclosed pursuant to any of the requirements of Rules 13.51(2)(h) to
13.51(2)(v) of the Listing Rules and there are no other matters that need to be brought to the
attention of the Shareholders.

REFRESHMENT OF SCHEME MANDATE LIMIT

The Share Option Scheme was approved and adopted by the Shareholders at the special general
meeting of the Company held on 29th May 2002 in compliance with Chapter 17 of the Listing Rules.
The purpose of the Share Option Scheme is to provide incentives and rewards to eligible person for
their contribution to, and continuing efforts to promote the interests of, the Group. The exercise price
of an Option must be the highest of: (i) the closing price of the Shares as stated in the Stock Exchange’s
daily quotations sheet on the date of grant, which must be a business day; (ii) the average closing
price of the Shares as stated in the Stock Exchange’s daily quotations sheets for the five business day
immediately preceding the date of grant; and (iii) the nominal value of the Share. As at the Latest
Practicable Date, the Company had no share option scheme other than the Share Option Scheme.

Pursuant to the Share Option Scheme, the total number of Shares which may be issued upon exercise
of all Options granted and to be granted by the Company under the Share Option Scheme and any
other share option schemes of the Company (if applicable) must not in aggregate exceed 10% of the
Shares in issue as at the date of approval of the Share Option Scheme. Options lapsed in accordance
with the terms of the Share Option Scheme shall not be counted for the purpose of calculating the
Scheme Mandate Limit. The Scheme Mandate Limit may be refreshed by Shareholders in general
meeting from time to time.

In addition, the Share Option Scheme provides that the Company may seek the approval of the
Shareholders in general meeting for refreshment of the Scheme Mandate Limit provided that:

(1) the Scheme Mandate Limit so refreshed shall not exceed 10% of the Shares in issue as at the
date of approving the refreshment of the Scheme Mandate Limir;

(i) options previously granted under the Share Option Scheme or any other share option schemes
of the Company (including options outstanding, cancelled, lapsed or exercised in accordance
with the terms of the Share Option Scheme or any other share option scheme of the Company
(if applicable)) will be not counted for the purpose of calculating the limit as “refreshed”; and
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(iii) the limit on the number of Shares which may be issued upon exercise of all outstanding Options
granted and yet to be exercised under the Share Option Scheme and any other share option
schemes adopted by the Company (if applicable) must not exceed 30% of the Shares in issue
from time to time.

As at 29th May 2002, being the date of approving the Share Option Scheme, the total number of
issued Shares was 71,517,161 Shares (as adjusted following the consolidation of 10 shares of HK$0.001
each in the share capital of the Company into | share of HK$0.01 in the share capital of the Company
with effect from 30th June 2003 and the consolidation of 4 shares of HK$0.01 each in the share
capital of the Company into 1 share of HK$0.04 with effect from 21st June 2006) and the Scheme
Mandate Limit was 7,151,716 Shares (as adjusted aforesaid), representing 10% of the Shares in issue
as at the date of approving the Share Option Scheme.

As at the Latest Practicable Date, the Company had not granted any Options under the Share Option
Scheme. Since there has been a substantial increase in the issued share capital of the Company following
the completion of the open offer and the bonus issue of the Company as announced in the Company’s
announcement dated 8th March 2006 leading to a dilution of the existing Scheme Mandate Limit to
approximately 3.18% of the issued share capital of the Company as at the Latest Practicable Date, the
Directors are of the view that in order to provide incentives and rewards to the Participants for their
contribution to, and continuing efforts to promote the interests of, the Group by granting Options to
them, the Scheme Mandate Limit shall be refreshed to provide the Company with greater flexibility.

As at the Latest Practicable Date, there were 224,768,201 Shares in issue. Assuming there is no
further allotment and issue or repurchase of Shares between the Latest Practicable Date and the
Annual General Meeting, upon the passing of the resolution to approve the refreshment of the Scheme
Mandate Limit by the Shareholders at the Annual General Meeting, the Scheme Mandate Limit will
be refreshed to 22,476,820 Shares and the Company will be allowed to grant further Options under
the Share Option Scheme and any other share option schemes of the Company (if applicable) carrying
the rights to subscribe for a maximum of 22,476,820 Shares, representing approximately 13% of the
Shares in issue as at the Latest Practicable Date. To the extent that there are any unutilized Options
under the Scheme Mandate Limit as initially approved by the Shareholders at the time of adoption of
the Share Option Scheme on 29th May 2002, all such unutilized Options will be considered as lapsed
upon the approval of the refreshment of the Scheme Mandate Limit at the Annual General Meeting
and the Company will not be allowed to grant any further Options pursuant thereto.

The refreshment of the Scheme Mandate Limit is conditional upon:

(iy  the passing by the Shareholders of an ordinary resolution at the Annual General Meeting to
approve the refreshment of the Scheme Mandate Limit; and

(ii) the Listing Committee granting the listing of, and permission to deal in, the Shares which may
be issued pursuant to the exercise of Options granted under the Scheme Mandate Limit as
refreshed.

Application will be made to the Listing Committee for the grant of listing of, and permission to deal
in, the Shares which may be issued pursuant to the exercise of Options granted under the Scheme
Mandate Limit as refreshed.

e —————
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ANNUAL GENERAL MEETING

The notice of the Annual General Meeting, which contains, inter alia, ordinary resolutions to approve
the Repurchase Mandate and the Share Issue Mandate, to re-elect retiring Directors and to refresh the
Scheme Mandate Limit, is set out on pages 14 to 18 of this circular.

A form of proxy for use at the Annual General Meeting is enclosed herewith. Whether or not you
propose to attend the Annual General Meeting, you are requested to complete the form of proxy in
accordance with the instructions printed thereon and return it to the Company’s branch share registrar
in Hong Kong, Computershare Hong Kong Investor Services Limited, at Shop 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong as soon as possible and in any event
not less than 48 hours before the time fixed for holding the Annual General Meeting. Completion and
return of the form of proxy will not prevent you from attending and voting at the Annual General
Meeting or any adjourned meeting thereof (as the case may be) should you wish to do so.

None of the Shareholders is required to abstain from voting at the Annual General Meeting pursuant
to the Listing Rules and/or the Bye-laws.

PROCEDURE FOR DEMANDING A POLL

Pursuant to the bye-law 66 of the Bye-laws, at any general meeting a resolution put to the vote of the
meeting shall be decided on a show of hands unless voting by way of a poll is required by the Listing
Rules or (before or on the declaration of the result of the show of hands or on the withdrawal of any
other demand for a poll) a poll is demanded:

(a) by the chairman of such meeting; or

(b) by at least three members present in person or in the case of a member being a corporation by
its duly authorized representative or by proxy for the time being entitled to vote at the meeting;
or

(c) by amember or members present in person or in the case of a member being a corporation by
its duly authorized representative or by proxy and representing not less than one-tenth of the
total voting rights of all members having the right to vote at the meeting; or

(d) by a member or members present in person or in the case of a member being a corporation by
its duly authorized representative or by proxy and holding shares in the Company conferring a
right to vote at the meeting being shares on which an aggregate sum has been paid up equal to
not less than one-tenth of the total sum paid up on all the shares conferring that right; or

(e} if required by the Listing Rules, by any Director or Directors who, individually or collectively,
hold proxies in respect of shares representing 5% or more of the total voting rights at such
meeting.

A demand by a person as proxy for a member or in the case of a member being a corporation by its
duly authorized representative shall be deemed to be the same as a demand by a member.
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DOCUMENT AVAILABLE FOR INSPECTION

Copy of the Share Option Scheme will be available for inspection during normal business hours on
any week days (except public holidays) at the principal place of business of the Company at 27th
Floor, Henley Building, No. 5 Queen’s Road Central, Hong Kong from the date of this circular up to
and including 15th June 2007 and will be available for inspection at the Annual General Meeting.

RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the purpose of giving
information with regard to the Group. The Directors collectively and individually accept full
responsibility for the accuracy of the information contained in this circular and confirm, having made
all reasonable enquiries, that to the best of their knowledge and belief there are no other facts the
omission of which would make any statement herein misleading.

RECOMMENDATION

The Directors consider that the grant of the Repurchase Mandate and the Share Issue Mandate and
the refreshment of the Scheme Mandate Limit are in the interests of the Company and the Shareholders
as a whole and accordingly recommend Shareholders to vote in favour of all the resolutions as set out
in the notice of the Annual General Meeting.

Yours faithfully,

By order of the Board of
Tomorrow International Holdings Limited
Yau Tak Wah, Paul
Chairman
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APPENDIX EXPLANATORY STATEMENT

This appendix serves as an explanatory statement, as required by the Listing Rules, 10 provide the
requisite information to you for your consideration of the Repurchase Mandate.

1.

SHARE CAPITAL

As at the Latest Practicable Date, the issued share capital of the Company comprised 224,768,201
fully paid up Shares of HK$0.04 each. Subject to the passing of the Repurchase Resolution and
on the basis that no further Shares are issued or repurchased prior to the Annual General Meeting,
the Company would be allowed under the Repurchase Mandate to repurchase up to a maximum
of 22,476,820 fully paid up Shares which is 10% of the issued share capital of the Company as
at the Latest Practicable Date.

REASONS FOR REPURCHASES

The Directors believe that the Repurchase Resolution is in the best interests of the Company
and the Shareholders, Such repurchases may, depending on market conditions and funding
arrangements at the time, lead to an enhancement of the value of the net assets and/or earnings
per Share and will only be made when the Directors believe that such repurchases will benefit
the Company and the Shareholders as a whole.

FUNDING OF REPURCHASES

In repurchasing Shares, the Company may only apply funds legally available for such purpose
in accordance with its Memorandum of Association and Bye-laws and the Companies Act.

Bermuda law provides that the amount of capital repaid in connection with a share repurchase
may only be paid out of either the capital paid up on the relevant shares, or the funds of the
Company that would otherwise be available for dividend or distribution or out of the proceeds
of a fresh issue of shares made for the purpose. The amount of premium payable on repurchase
may only be paid out of either the funds of the Company that would otherwise be available for
dividend or distribution or out of the share premium account of the Company before the shares
are repurchased.

It is expected that the Company will fund any repurchase of Shares from its available internal
resources. There may be a material adverse impact on the working capital or gearing position
of the Company (as compared with the position disclosed in the audited accounts contained in
the annual report for the year ended 31st December 2006) in the event that the Repurchase
Mandate were to be exercised in full at any time during the proposed repurchase period. However,
the Directors do not propose to exercise the Repurchase Mandate to such an extent as would, in
the circumstances, have a material adverse effect on the working capital requirements or gearing
position of the Company as may be determined by the Directors from time to time to be
appropriate for the Company.

~11-




APPENDIX EXPLANATORY STATEMENT

DISCLOSURE OF INTEREST

None of the Directors, nor to the best of their knowledge having made all reasonable enquiries,
any of their associates nor any directors of such associates, have any present intention to sell
any Shares to the Company under the Repurchase Mandate if it is approved by the Shareholders.

No connected person (as defined in the Listing Rules) of the Company has notified the Company
that he has a present intention to seli any Shares to the Company or its subsidiaries, nor have
undertaken not to do so, in the event that the Company is authorized to make repurchases of its
own shares and the Repurchase Mandate is approved by Shareholders.

UNDERTAKING OF THE DIRECTORS

The Directors have undertaken to the Stock Exchange that if they shall exercise the power of
the Company to make repurchases pursuant to the Repurchase Resolution they will exercise
the same in accordance with the Listing Rules, the laws of Bermuda and all applicable laws.

SHARE PRICES

The highest and lowest prices at which the Shares were traded on the Stock Exchange during
each of the twelve months preceding the Latest Practicable Date were as follows:

Highest Lowest
HK$ HK$

2006
April 2.044 (Note) 1.408 (Note)
May 2.520 (Note) 1.840 (Note)
June 2.000 (Note) 1.310
July 1.590 1.300
August 1.440 1.300
September 2.560 1.330
October 2.100 1.880
November 2.200 1.950
December 2.300 1.850

2007
January 2.270 1.900
February 2.350 2.000
March 1.980 1.650
April (up to and including the Latest Practicable Date) 1.850 1.710

Note: Adjustments have been made to the prices of the Shares following the consolidation of 4 shares of HK$0.01
each in the share capital of the Company inte | share of HK$0.04 in the share capital of the Company with
effect from 21st June 2006.
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APPENDIX EXPLANATORY STATEMENT

7. SHARE REPURCHASE MADE BY THE COMPANY

There have been no repurchases by the Company, or any of its subsidiaries, of any Shares in the
six months immediately preceding the Latest Practicable Date (whether on the Stock Exchange
or otherwise).

8. EFFECT OF THE TAKEOVER CODE

If as a result of the exercise of the power to repurchase Shares pursuant to the Repurchase
Mandate, a Shareholder’s proportionate interest in the voting rights of the Company increases,
such increase will be treated as an acquisition for the purposes of Rule 32 of the Takeovers
Code. Accordingly, a Shareholder or a group of Shareholders acting in concert could obtain or
consolidate control of the Company and become obliged to make a mandatory offer in accordance
with Rule 26 of the Takeovers Code.

As at the Latest Practicable Date, to the best of the knowledge and belief of the Company,
Winspark Venture Limited (a company wholly beneficially owned by Mr. Chan Yuen Ming),
together with its associates, holding 147,951,114 Shares which is approximately 65.82% of
the issued share capital of the Company, was the only substantial shareholder holding more
than 10% of the issued share capital of the Company. On the basis that no further Shares are
issued or repurchased and in the event that the Directors should exercise in full power to purchase
Shares under the Repurchase Mandate, the shareholding of Winspark Venture Limited, together
with its associates, in the Company would be increased to approximately 73.14% of the issued
share capital of the Company. The exercise of the Repurchase Mandate in full will not result in
the number of shares of the Company held by the public falling below 25% of the total number
of Shares in issue. The Directors have no present intention of exercising the Repurchase Mandate.
The Directors are not aware of any consequences or implications which may arise under the
Takeovers Code as a result of any repurchases of Shares made under the Repurchase Mandate.
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NOTICE OF ANNUAL GENERAL MEETING

ey S
anuclNNN 00

TOMORROW INTERNATIONAL HOLDINGS LIMITED
HHEEEEERA A

{Incorporated in Bermuda with limited liability)
(Stock Code:760)

NOTICE IS HEREBY GIVEN that the annual general meeting of Tomorrow International Holdings
Limited {the “Company”) will be held at 27th Floor, Henley Building, No. 5§ Queen’s Road Central,
Hong Kong on Friday, 15th June 2007 at 12:00 noon for the following purposes:

ORDINARY RESOLUTIONS

1. To receive and consider the audited financial statements, the directors’ report and the auditors’
report for the year ended 31st December 2006,

2. (A) To re-elect Mr. Yau Tak Wah, Paul as director;
(B) To re-elect Ms. Wong Shin Ling, [rene as director;
(C) Tore-elect Mr. Wu Wang Li as director; and
(D) To authorize the board of directors to fix their remuneration.

3. To re-appoint Messrs CCIF CPA Ltd. as the auditors of the Company and to authorize the
board of directors to fix their remuneration.

4, As special business, to consider and, if thought fit, pass with or without amendments, the
following resolutions as ordinary resolutions:

(A) “THAT:

(a)  subject to paragraph (c) below, the exercise by the directors of the Company during
the Relevant Period (as hereinafter defined) of all the powers of the Company to
issue, allot and deal with additional shares of the Company and to make or grant
offers, agreements and options, including warrants, bonds, notes and debentures
convertible into shares of the Company which would or might require the exercise
of such power be and is hereby generally and unconditionally approved;
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(b)

()

(d)

the approval in paragraph (a) above shall be in addition to any authorization given
to the directors of the Company and shall authorize the directors of the Company
during the Relevant Period to make or grant offers, agreements and options
(including warrants, bonds, notes and debentures convertible into shares of the
Company) which would or might require the exercise of such power after the end
of the Relevant Period;

the aggregate nominal amount of share capital allotted or agreed conditionally or
unconditionally to be allotted (whether pursuant to an option or otherwise) and
issued by the directors of the Company pursuant to the approval in paragraph (a)
above, otherwise than (i) pursuant to a Rights Issue (as hereinafter defined); or (ii)
any issue of shares of the Company on the exercise of rights of subscription or
conversion under the terms of any warrants of the Company or any bonds, notes,
debentures and securities which are convertible into shares of the Company; or
(i) an issue of shares of the Company under any share option scheme or similar
arrangement providing for the grant to employees (including directors) of the
Company and/or any of its subsidiaries of the rights to subscribe for shares of the
Company; or (iv) an issue of shares of the Company in lieu of the whole or part of
a dividend on share in accordance with the bye-laws of the Company, shall not
exceed 20 per cent of the aggregate nominal amount of the share capital of the
Company in issue as at the date of passing this resolution, and the said approval
shall be limited accordingly; and

for the purposes of this resolution:

“Relevant Period” means the period from the passing of this resolution until
whichever is the earlier of:

(i)  the conclusion of the next annual general meeting of the Company;

(i)  the expiration of the period within which the next annual general meeting of
the Company is required by the bye-laws of the Company or any applicable
laws to be held; or

(iii) the passing of an ordinary resolution of the Company in general meeting
revoking or varying the authority set out in this resolution.

“Rights Issue” means an offer of shares of the Company open for a period fixed by
the directors of the Company to the holders of shares of the Company whose names
appear on the register of members of the Company on a fixed record date in
proportion to their then holdings of such shares as at that date {subject to such
exclusions or other arrangements as the directors of the Company may deem
necessary or expedient in relation to fractional entitlements or having regard to
any restrictions or obligations under the law of, or the requirements of any
recognised regulatory body or any stock exchange in, any territory applicable to
the Company).”
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(B)

(&)

“THAT:

(a)

(b)

(c)

subject to paragraph (b) below, the exercise by the directors of the Company during
the Relevant Period (as hereinafter defined) of all the powers of the Company to
repurchase shares of the Company on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) or on any other stock exchange on which the shares of the
Company may be listed and recognised by the Securities and Futures Commission
and the Stock Exchange for this purpose, subject to and in accordance with all
applicable laws and the requirements of the Rules Governing the Listing of
Securities on the Stock Exchange or any other stock exchange as amended from
time to time, be and is hereby generally and unconditionally approved,

the aggregate nominal amount of the shares of the Company to be repurchased by
the Company pursuant to the approval in paragraph (a) above shall not exceed 10
per cent of the aggregate nominal amount of the issued share capital of the Company
as at the date of passing this resolution, and the said approval shall be limited
accordingly; and

for the purposes of this resolution:

“Relevant Period” means the period from the passing of this resoluticn until
whichever is the earlier of:

(i)  the conclusion of the next annual general meeting of the Company;
(i1)  the expiration of the period within which the next annual general meeting of
the Company is required by the bye-laws of the Company or any applicable

laws to be held: or

(iii) the passing of an ordinary resolution of the Company in general meeting
revoking or varying the authority set out in this resolution.”

“THAT, conditional upon the passing of the ordinary resolutions numbered 4(A) and

4(B) in the notice convening the annual general meeting of the Company, the general

mandate granted to the directors of the Company and for the time being in force to

exercise the powers of the Company to allot shares and to make or grant offers, agreements
and options which might require the exercise of such powers be and is hereby extended
by addition thereto of an amount representing the aggregate nominal amount of shares in
the capital of the Company which has been repurchased by the Company since the granting
of such general mandate pursuant to the exercise by the directors of the Company of the

powers of the Company to repurchase such amount of shares, provided that such amount
shall not exceed 10 per cent of the aggregate nominal amount of the issued share capital
of the Company as at the date of passing this resolution.”
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5. As special business, to consider and, if thought fit, pass with or without amendments, the
following resolution as an ordinary resolution:

“THAT conditional upon the Listing Committee of The Stock Exchange of Hong Kong Limited
granting the listing of, and permission to deal in, 10 per cent of the Shares in issue at the date
of passing this resolution which may be issued pursuant to the exercise of options to be granted
under the share option scheme adopted by the Company on 29th May 2002 (the “Share Option
Scheme”) and any other share option schemes of the Company, and pursuant to paragraph
8.1(iii) of the Share Option Scheme, approval be and is hereby granted for “refreshing” the
Scheme Mandate Limit (as defined in the Share Option Scheme) under the Share Option Scheme
provided that (i) the total number of Shares in the share capital of the Company which may be
issued upon the exercise of all options to be granted under the Share Option Scheme and any
other share option schemes of the Company under the limit as “refreshed” hereby shall not
exceed 10 per cent of the aggregate nominal amount of the share capital of the Company in
issue as at the date of passing this resolution; and (ii) options previously granted under the
Share Option Scheme and any other share option schemes of the Company (including options
outstanding, cancelled, lapsed or exercised in accordance with the terms of the Share Option
Scheme or any other share option schemes of the Company) shall not be counted for the purpose
of calculating the 10 per cent limit as “refreshed” hereby and that the directors of the Company
be and are hereby authorized, from time to time, to offer or grant options pursuant to the Share
Option Scheme subject to the 10 per cent limit as refreshed and to exercise the power of the
Company to allot and issue shares upon the exercise of any such options.”

By Order of the Board of
Tomorrow International Holdings Limited
Yau Tak Wah, Paul
Chairman

As at the date of this notice, the executive directors of the Company are Mr. Yau Tak Wah, Paul, Ms.
Louie Mei Po, Ms. Wong Shin Ling, Irene and Mr. Tam Wing Kin and the independent non-executive
directors of the Company are Mr. Ng Wai Hung, Mr. Cheung Chung Leung, Richard and Mr. Wu
Wang Li.

Hong Kong, 30th April 2007

Head Office and Principal Place of Business:
27th Floor

Henley Building

No. 5 Queen’s Road Central

Hong Kong

Registered QOffice:
Clarendon House
2 Church Street
Hamilton HM 11
Bermuda
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Notes:

(1)

(2)

3)

A shareholder entitled to attend and vote at the meeting may appoint one or more than one proxy to attend and to

vote instead of him. A proxy need not be a shareholder of the Company.

In the case of joint holders of any share, any one of such persons may vote at the said meeting, either personally or
by proxy. in respect of such share as if he was solely entitled thereto, but if more than one of such joint holders is
present at the said meeting, personally or by proxy, that one of the said persons so present whose name stands first

on the register of members in respect of such share shall alone be entitled to vote in respect thereof,

In order to be valid, the form of proxy together with the power of attorney or other authority (if any) under which
it is signed or a notarially certified copy of that power or authority, must be deposited at Company’s branch share
registrar in Hong Kong, Computershare Hong Kong Investors Services Limited, at Shop 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong not less than 48 hours before the time appointed
for holding the meeting. Completion and return of the form of proxy will not preclude shareholders from attending

and voting in person should they so wish,
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Tomorrow International Holdings Limited

W H BB RA A

(Incorporated in Bermuda with limited liability)

(Stock Code : 0760)

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the annual general meeting of Tomorrow International Holdings Limited

(the “Company”) will be held at 27th Floor, Henley Building, No. 5 Queen’s Road Central, Hong Kong on
Friday, 15th June 2007 at 12:00 noon for the following purposes:

ORDINARY RESOLUTIONS

1. To receive and consider the audited financial statements, the directors’ report and the auditors’ report

for the year ended 31st December 2006.

2. (A) To re-elect Mr. Yau Tak Wah, Paul as director;

D=L
(B) To re-clect Ms. Wong Shin Ling, Irene as director; ;:9 __< ._;
P S |
(C) To re-elect Mr. Wu Wang Li as director; and el = s
P oan
(D) To authorize the board of directors to fix their remuneration. E_ & O

To re-appoint Messrs CCIF CPA Ltd. as the auditors of the Company and to authorize the board of
directors to fix their remuneration.

As special business, to consider and, if thought fit, pass with or without amendments, the following
resolutions as ordinary resolutions:

(A) “THAT:

(a) subject to paragraph (c) below, the exercise by the directors of the Company during the
Relevant Period (as hereinafter defined) of all the powers of the Company to issue, allot and
deal with additional shares of the Company and to make or grant offers, agreements and
options, including warrants, bonds, notes and debentures convertible into shares of the

Company which would or might require the exercise of such power be and is hereby generally
and unconditionally approved,




()

(d)

directors oI the Company and shall authorize the directors oI the Lompany dauring the
Relevant Period to make or grant offers, agreements and options (including warrants, bonds,
notes and debentures convertible into shares of the Company) which would or might require
the exercise of such power after the end of the Relevant Period,

the aggregate nominal amount of share capital allotted or agreed conditionally or
unconditionally to be allotted (whether pursuant to an option or otherwise) and issued by
the directors of the Company pursuant to the approval in paragraph (a) above, otherwise
than (1) pursuant to a Rights Issue (as hereinafter defined); or (1i) any issue of shares of the
Company on the exercise of rights of subscription or conversion under the terms of any
warrants of the Company or any bonds, notes, debentures and securities which are convertible
into shares of the Company; or (iii) an issue of shares of the Company under any share
option scheme or similar arrangement providing for the grant to employees (including
directors) of the Company and/or any of its subsidiaries of the rights to subscribe for shares
of the Company; or (iv) an issue of shares of the Company in lieu of the whole or part of a
dividend on share in accordance with the bye-laws of the Company, shall not exceed 20 per
cent of the aggregate nominal amount of the share capital of the Company in issue as at the
date of passing this resolution, and the said approval shall be limited accordingly; and

for the purposes of this resolution:

“Relevant Period” means the period from the passing of this resolution until whichever is
the earlier of:

(i) the conclusion of the next annual general meeting of the Company;

(i) the expiration of the period within which the next annual general meeting of the
Company is required by the bye-laws of the Company or any applicable laws to be
held; or

(iii) the passing of an ordinary resolution of the Company in general meeting revoking or
varying the authority set out in this resolution.

“Rights Issue” means an offer of shares of the Company open for a period fixed by the
directors of the Company to the holders of shares of the Company whose names appear on
the register of members of the Company on a fixed record date in proportion to their then
holdings of such shares as at that date (subject to such exclusions or other arrangements as
the directors of the Company may deem necessary or expedient in relation to fractional
entitlements or having regard to any restrictions or obligations under the law of, or the
requirements of any recognised regulatory body or any stock exchange in, any territory
applicable to the Company).”




(a) subject to paragraph (b) below, the exercise by the directors of the Company during the
Relevant Period (as hereinafter defined) of all the powers of the Company to repurchase
shares of the Company on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) or on any other stock exchange on which the shares of the Company may be
listed and recognised by the Securities and Futures Commission and the Stock Exchange
for this purpose, subject to and in accordance with all applicable laws and the requirements
of the Rules Governing the Listing of Securities on the Stock Exchange or any other stock
exchange as amended from time to time, be and is hereby generally and unconditionally
approved,;

(b) the aggregate nominal amount of the shares of the Company to be repurchased by the
Company pursuant to the approval in paragraph (a) above shall not exceed 10 per cent of
the aggregate nominal amount of the issued share capital of the Company as at the date of
passing this resolution, and the said approval shall be limited accordingly; and

(c) for the purposes of this resolution:

“Relevant Period” means the period from the passing of this resolution until whichever is
the earlier of:

(i) the conclusion of the next annual general meeting of the Company;

(i1} the expiration of the period within which the next annual general meeting of the

Company is required by the bye-laws of the Company or any applicable laws to be
held; or

(iii) the passing of an ordinary resolution of the Company in general meeting revoking or
varying the authority set out in this resolution.”

(C) “THAT, conditional upon the passing of the ordinary resolutions numbered 4(A) and 4(B) in the
notice convening the annual general meeting of the Company, the general mandate granted to the
directors of the Company and for the time being in force to exercise the powers of the Company
to allot shares and to make or grant offers, agreements and options which might require the
exercise of such powers be and is hereby extended by addition thereto of an amount representing
the aggregate nominal amount of shares in the capital of the Company which has been repurchased
by the Company since the granting of such general mandate pursuant to the exercise by the
directors of the Company of the powers of the Company to repurchase such amount of shares,
provided that such amount shall not exceed 10 per cent of the aggregate nominal amount of the
issued share capital of the Company as at the date of passing this resolution.”

As special business, to consider and, if thought fit, pass with or without amendments, the following
resolution as an ordinary resolution:

“THAT conditional upon the Listing Committee of The Stock Exchange of Hong Kong Limited granting
the listing of, and permission to deal in, 10 per cent of the Shares in issue at the date of passing this
resolution which may be issued pursuant to the exercise of options to be granted under the share
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Scheme, approval be and is hereby granted for “refreshing” the Scheme Mandate Limit (as defined in
the Share Option Scheme) under the Share Option Scheme provided that (i} the total number of Shares
in the share capital of the Company which may be issued upon the exercise of all options to be granted
under the Share Option Scheme and any other share option schemes of the Company under the limit as
“refreshed” hereby shall not exceed 1O per cent of the aggregate nominal amount of the share capital
of the Company in issue as at the date of passing this resolution; and (ii) options previously granted
under the Share Option Scheme and any other share option schemes of the Company (including options
outstanding, cancelled, lapsed or exercised in accordance with the terms of the Share Option Scheme
or any other share option schemes of the Company) shall not be counted for the purpose of calculating
the 10 per cent limit as “refreshed” hereby and that the directors of the Company be and are hereby
authorized, from time to time, to offer or grant options pursuant to the Share Option Scheme subject
to the 10 per cent limit as refreshed and to exercise the power of the Company to allot and issue shares
upon the exercise of any such options.”

By Order of the Board of
Tomorrow International Holdings Limited
Yau Tak Wah, Paul
Chairman

Hong Kong, 30th April 2007

Head Office and Principal Place of Business:
27th Floor

Henley Building

No. 5 Queen’s Road Central

Hong Kong

Registered Office:
Clarendon House
2 Church Street
Hamilton HM 11
Bermuda




(1

(2)

(3

A shareholder entitled to attend and vote at the meeting may appoint one or more than one proxy to attend and
to vote instead of him. A proxy need not be a shareholder of the Company.

In the case of joint holders of any share, any one of such persons may vote at the said meeting, either personally
or by proxy, in respect of such share as if he was solely entitled thereto, but if more than one of such joint
holders is present at the said meeting, personally or by proxy, that one of the said persons so present whose

name stands first on the register of members in respect of such share shall alone be entitled to vote in respect
thereof,

In order to be valid, the form of proxy together with the power of attorney or other authority (if any) under
which it is signed or a notarially certified copy of that power or authority, must be deposited at Company’s
branch share registrar in Hong Kong, Computershare Hong Kong Investors Services Limited, at Shop 1712-
1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong not less than 48 hours before
the time appeinted for holding the meeting. Completion and return of the form of proxy will not preclude
shareholders from attending and voting in person should they so wish.

As at the date of this notice, the executive directors of the Company are Mr. Yau Tak Wah, Paul, Ms. Louie
Mei Po, Ms. Wong Shin Ling, Irene and Mr. Tam Wing Kin and the independent non-executive directors of
the Company are Mr. Ng Wai Hung, Mr. Cheung Chung Leung, Richard and Mr. Wu Wang Li.

Please also refer to the published version of this announcement in The Standard.




—__

Tomorrow International Holdings Limited

W HEEEEERAA

(RERESMRT ZHRLF)
(B Br 3% - 0760)

BHCGEE RS

ZRERHEREMARAR (FAF) #TR _EFLEAATRAARY AP F +-FKE
REFEEFKEFSHABERE7ERTRIVASXS > UEEETFHHE

HHhmE

I ERBE_ZZAFTA=+-ALEEZOEHMBRE T2 ORE REETSE
ol

2. (A) EENMEHFEELEAFEE
(B) EREFH/MLIAER ;
(C) ERRLHEBEABESR , &
D) REETFEHREESTH -
3. HEEREROFMBAEMARARAERAFEBMESEES B EEME -
4. EAFHREE > ZREEMEER FRESET) UTREZEE VA EEREE
(A) [Bhak -
() ETFX@BRZBHT » —BEEEESRAR A EENTHEM (EERT
N FTERLGEANET BB REEANT 2 BINE0 R e SRS T g
AREFETHERSENZERES B LHRE OEZRES -5 =
BETHEHBERNTAKBZES)
(b) EX(ERZMEMFAIMETARAATESIMES  LEETEERETHBMR
LEHBER THERFIRFTETEZSHAZEREE S RERE (81

WEER - K% FHRTHRASLARRGZ®KE) » 2SI TREALES
[B#] 340 PR A SR AR AT




(d)

HUEE) RBETZREATESAT R TIETERN OER(EERT
X5 REVRBELN B ZRERRTAES  E8 - T@inh S0 RS
RS BB HF R AT E R R AT T 2 AN TR () RIBTA
BFELAR/ NEEAHEAFEER (AE%E) Al RN TR Z R
AR RBEULET BT AARRMG ; RAVEARBRALATZ A TH
IR ERARRR T HLUBTROAREARAAT TR R EZ UK EZ K
AHEAGHEBYEFET R+ ML X2 MEETAEZ LR -

MARBRME -
[FBRAR] DEARRREREAETIE—ERESEZ B
() FRFATEBRREFAGHERZAE &

(i) FARZAFAAAREMBAREFRERLNFAEST TERFAEASY
HREWZH ; 5

(i) ZAAFBOREBRAG LLUBERBR M NF A RBRFII 154
ERAAE LERRUEBERBERERENIEEED -

IR T34 42 ST B 746 2 0 P 7 1o 45 S W0 8% I 148 91 IR 4% 2 AR A R R
i AR ER B H ER 2RI OIM B SR A ARG REEFERTRAK
TSP AR AR B FEHE - SUE (TR o] 2 BB S A R A A R 2 4]
EAXGFRET ZMEHREE  (FHERAVHEZREREMEE - |

(B) [Hhi# -

(a)

(b)

ETXO)BZRHNT > R AT % b 50 0 ST A 22 B R 3T >
PHBEREERER ) —BRUYEREEFMEEATEEREHBMN EHRT
X)FTEFLFRNBEERTERSXLH A RAT (TBZZRT) 257 HAt iy
B MR EHERE R G KB IR T M7 A B S - B2 BT 2 B 6

W B () Bzt AARHEAARNBEAEHLSEFSRARBRSBE
REH > ALARCRTRATEGEZTHZ+ > 10502 0 E M E T R
il o




[AHMH NEFRRRBRAEEETIEM —EREBEEZIH
(i) FLRTEBRREFRGHEHRZE ; &

(i) FATZARMMEEMEAEAREALAARTTERREAEREZ
MREWMZA ; ®

(i) FRFBRERRAE LU ARERRAREBARBENRIIZ FH
ERRAE CEBRUTERRR AT EER -

©) HERBEBTEREBHARATZEEFIAOBREIAB)RZRERE  FBEMAEE
RERFRBFIG)ELERBERFZENBE A NTIRA S Z BROGEE > L
BAREEGRBEHARGZESNEIAELBRRBRR I E NS REEEI KR
e —RE SRR ERASRBA T AEREERE B AR EBTR
KEBI10% -

5. EREGHEE . ZREMTER CRRESTE) TIHRERASTERESR

[BEFEEHSXGITARAA LITZEGHAERBER AR _BE_ERA -+
B &Rz SRR et ] (TRE AR )) KA BT 4t AR HE ST 81 LA R AR B e AR 1 51 1
ERINERM TR Z B ETEAT FRITRARBRERZ A EBITRBZ10%
EWEARER  ERAREENEREAFET A ELR (ERRBRESS
BOBRBEENZ FREHERET B REATME MR OERE B TR E A R
BETERE > AQNFAREFAI FEHETZBHABEIERBENARAZRBBZ HELEC
BITREREEZ10%  RG)BRESHI AL FTEME BB izt 2 M
Rt (AR AR B oA A AT b B REST B 2 ek T 8T - Tl Bk
MO TEZBEE RERRFTEI0228EH LR REERATESREMAES
B 2SR HLIERE (Z10%2 EIH ERAFRR) RITEEALARZHES > METZSHBK
EEITER T RER A - |

B

RE R G
WHBEEREMARAF
Y
BE g %
" RL
HFE —LTELFMA=ZTH




ERKEPSH
R K B 274

EMBFEE
Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

Wt -

() FREUGFLERERPEGLRTZIRE  ATRR-CHEAAREE > URGEARLRE -
RERBEABELFZRE -

() HAEERGZHEFEFEAN  MEM—UEEALHTRERZRAERKG ERBSER
RO WINEAE—FREEE - AT MR UHHZIBEETHAABRSRBIRAR
ARG AERREMAARRMZBEFEATHRLBE 2 BRE T ER SR ARE

(3) REXZERBEFRFHEETERRIEET IR BEE XS (WH S8a OB ASESEEZ TH
Bl AKX ERERTRMEEO S /A/NEIIERALARZ RGBFEESEFEPRBLEET
FRAF > BEATEBTERKERISBESH P LITEITI7I6E  FAFN - HBRE
IR REZLERRE  EREFDNITRSLERGCRESLRE

RFBEEAY  BTEFRREELLE - FXEHNME - TER/DARFLMRES  URK T
HUTEERRBIRSELE - RIWRIEERBYUBESLE -

SRR 2 B AR A RS BRI AR




Mﬁ

Tomorrow International Holdings lelted

P HEBEEEERAA D

(Incorporated in Bermuda with limited liability)

(Stock Code : 0760)

4
i
b’

2006 ANNUAL RESULTS ANNOUNCEMENT . »

The Board of Directors (the “Board™) of Tomorrow International Holdings Limited (the “Company™) is pleased
to announce the audited consolidated results of the Company, its subsidiaries and associates (the “Group”) for

the year ended 31 December 2006, together with comparative figures for the previous corresponding year as
follows:

CONSOLIDATED INCOME STATEMENT
Year ended 31 December 2006

2006 2005
Notes HK$’000 HK3'000
TURNOVER 3 514,396 553,871
Cost of sales {443,124) (473,975)
Gross profit 71,272 79,896
Other revenue 4 31,069 26,196
Gain/ (Loss) on disposal of properties held for sale S (143)
Gain on disposal of controlling interest in Swank —_ 42,244
Gain on disposal of a subsidiary 557 —
Gain on disposal of investment properties —_ 2,715
Reversal of previous revaluation deficits of
leasehold buildings, net — 5,270
Write back of over-provision against properties
held for sale — 200
Net loss arising from fair value change of
investment properties (889) (490)
Distribution costs (13,086) (18,359)
Administrative expenses (98,334) (94,712)
Other operating expenses (13) (2,822)
(LOSS)/ PROFIT FROM OPERATING ACTIVITIES 5 (9,419) 39,995
Impairment loss on loan receivable 1,500) (45,000)
Share of (loss)/profits from results of associates (5,525) 1,997
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LOSS FOR THE YEAR

ATTRIBUTABLE TO :

Equity holders of the Company
Minority interests

(LOSS)/EARNINGS PER SHARE
FOR (LOSS)/PROFIT ATTRIBUTABLE
TO THE EQUITY HOLDERS
OF THE COMPANY
Basic

Diluted

CONSOLIDATED BALANCE SHEET
31 December 2006

ASSETS

Non-current assets
Property, plant and equipment
Leasehold land and land use rights
Investment properties
Interests in associates
Prepaid rental
Deferred product development costs
Available-for-sale financial assets
Loans receivable

o \&y703) vi,o4WU)
(19,409) (4,528)
(16,225) 4,779
(3,184) (9,307)
(19,409) (4,528)
7

(9.8) cents 5.1 cents

N/A N/A

2006 2005

Notes HK3$’000 HK$'000
94,704 103,178

10,057 10,307

18,542 28,750

151,367 156,892

1,166 1,903

8,387 6,819

33,612 27,364

562 1,000

318,397 336,213
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Financial assets at fair value through profit or loss
Inventories

Accounts receivable

Bills receivable

Loans receivable

Interest receivable on loans

Prepayments, deposits and other receivables

Cash and cash equivalents

LIABILITIES

Current liabilities
Accounts payable
Other payables and accruals
Tax payable

Net current assets

Total assets less current liabilities
Non-current liabilities

Provision for long service payments
Deferred tax liabilities

NET ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

Equity attributable to equity holders of the Company
Minority interests

Total equity

Per J0 B g U, UV
13,217 2,465
64,559 67,540
35,039 62,892
978 —

7,876 6,046

28 12
26,933 52,720
619,730 396,775
773,799 594,650
82,899 71,658
31,068 40,017
21,667 20,369
135,634 132,044
638,165 462,606
956,562 798,819
570 570
1,319 2,053
1,889 2,623
954,673 796,196
8,991 2,861
936,783 781,252
945,774 784,113
8,899 12,083
954,673 796,196




The accounting policies used in preparation of the financial statements are consistent with those adopted in the
annual financial statements for the year ended 31 December 2005 except for the adoption of certain new standards
and amendments of Hong Kong Financial Reporting Standards which were issued and became effective during
the year ended 31 December 2006.

The adoption of such standards or amendments does not result in substantial changes to the Group’s accounting
policies and has no significant effect on the results reported for the year ended 31 December 2006.

The Group has not applied any new standards or interpretation that is not yet effective for the current accounting
year, and is in the process of assessing their impact on future accounting periods.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The Group's principal activities consisted of the
design, development, manufacture and sale of electronic products, the manufacture and sale of printed circuit
boards (“PCB™), the trading and distribution of electronic components and parts, the trading of listed equity
investments and the provision of loan financing. There were no significant changes in the nature of the Group’s
principal activities during the year.

TURNOVER AND SEGMENT INFORMATION

Turnover represents the invoiced value of goods sold, net of returns and allowances, the proceeds from sales of
listed equity investments and the interest income from the provision of loan financing.

(a) Business segments

The following table presents revenue, profit/(loss) and expenditure information for the Group's business
segments.




Segment reverue

Sales {0 external
customers

Inder-segment sales

Qther revence

Total

Sesment results

Interest, dividend
in¢ome and
unallocated gains

Gain on disposaé of
properties held
for sale

Gain on disposal of
contzolling interest
in Swank

Cain on disposa|
of 2 subsidiary

Gain on disposal of
[nvestment properties

Reversal of previous
revaluation deficits
of leasehold
buildings, net

Electronic

Electronic components  Listed equity  Provision Optical
products PCBs and parts [nvestments  of finance prodacts Eliminations  Consolidated
006 2005 006 2005 2006 2005 006 2005 2086 2005 2006 2005 2006 2005 N0 2005

HES'000 BKS'000 HKS'G00 HRS'000 HKS$'000 HES'000 HEPO0) HES000 HAS'000 HES'000 HES000 XSO0 BXS000 HRS'000 HESO00 HKS000

B OMEAL IMIB BTN = — S0 7M1 W W6 - S5~ — 1436 5580
— o~ 6860 W06~ — 131 443 =  — (84 (435 - -
MHOB 50 196 B~ = 1 = 8% — 08 By — T8 sl
B85 30206 1033 T 13 20066 S60M  TAM LB 48— TET (186M) (4505) SN ST0SR

4646 18480 (1384) (19739) 91 (1) LA (3.0%3) (5.8%) (403D

(2,098) (1,763} (4.469) (14,361) (15,00)

06 9383

§

(143)

— 424

55

L3

5210




(b)

Ureld * pliraastd
against propertics
held for sale

Net loss arising from fair
value change of

investment properties

Unallocated expenses

{Loss)/Profit from
operating activities

Impairment loss on
Youn receivable

Shaze of profits less
fosses of associates

Loss before
taxation

Taxation

Loss for
the year

Geographical segments

The following table presents revenue information for the Group’s geographical segments.

Europe Narth America
2006 2005 2006 2005
HES'000  HES'000  HES'000  HKS'000

Hoag Kong Japan Others
2006 2005 2006 2005 2006 2005
HES00)  HES000 HES'000 HESOMD HES'000  HES000

Sesment revemue:

Sales to external

customers MU I35 10386 130442 17981 L6836 173308 196340 21203 283%

{889)  {490)

{3477} (4,081

(9419} 3999

(1,500 {45,000)

{358 1997

(l6444) (3,008)

{1963) {1520)

(19409) {458

Consofidated
2008 2005
HES'000  HKS'000

SH3% 58N




Bank interest income

Gain on deregistration of subsidiaries
Dividend income from listed investments
Sales of obsolete inventories
Management fee received

Product development income

Rental income

Sales of raw materials

Other interests earned

Compensation from vendors

Others

(1.OSS)Y/PROFIT FROM OPERATING ACTIVITIES

2006
HK3’000

21,383
288

78
2,160
144
1,459
16
2,598

2,943

31,069

The Group’s (loss)/ profit from operating activities is arrived at after charging/(crediting):

Cost of inventories sold
Depreciation

Amortisation of leasehold land and land use rights

Amortisation of prepaid rental

Amortisation of deferred product development costs

Provision for bad and doubtful debts

2006
HK3°000

397,638
23,021
250
737
1,921
6,042

2005
HK$'000

9,025
2,973
106
558
256
2,520
137
1,084
7,102
308
2,127

26,196

2005
HK§'000

466,424
26,539
252

737
1,641




Hong Kong profits tax has been provided at the rate of 17.5% (2005: 17.5%) on the estimated assessable profits
arising in Hong Kong during the year. Taxes on profits assessable elsewhere have been calculated at the rates of
tax prevailing in the countries in which the Group operates, based on existing legislation, interpretations and
practices in respect thereof.

Group
2006 2005
HKS$’000 HK$'000
Current tax
Honrg Kong:
— Current year provision 635 1,602
— Under provision in prior year 2,507 —
—— Qverprovision in prior year — (393)
Mainland China — 1,380
3,142 2,589
Deferred tax (177) (1,069)
Total tax charge for the year 2,965 1,520

(LOSS)/EARNINGS PER SHARE

The calculation of basic loss per share is based on the net loss attributable to equity holders of the Company for
the year of HK$16,225,000 (2005: profit of HK$4,779,000) and the weighted average of 165,608,961 (2005 as
restated: 93,900,769) ordinary shares in issue during the year.

A diluted (loss)/earnings per share for the year ended 31 December 2006 and 2005 respectively has not been
disclosed as no diluting events existed during both years,

The comparative basic earnings per share amounts have been adjusted to reflect the open offer, the bonus issue
and the share consolidation as further detailed in the corporate transactions section of this announcement.




The aged analysis of the Group’s accounts receivable is as follows:

2006 2005

HK3'000 HK3'000

Current to three months 29,817 48,196
Four to six months 1,454 106
Seven months to one year 848 943
Over one year 15,139 19,824
47,258 69,069

Provision (12,219) (6,177)
Total after provision ' . 35,039 62,892

The normal credit period granted by the Group to customers ranges from 30 days to 120 days.

9. ACCOUNTS PAYABLE

The aged analysis of the Group’s accounts payable is as follows:

2006 2005

HK$’000 HKS$'000

Current to three months 52,751 46,809
Four to six months 8,412 12,189
Seven months to one year 14,156 6,629
Over one year 7,580 6,031
82,899 71,658

Accounts payable aged less than four months accounted for 64% (2005: 65%) of the total accounts payable

FINAL DIVIDEND

The Board does not recommend the payment of any final dividend (2005: Nil).

BUSINESS REVIEW

The result of the Group for the year 2006 was not encouraging. It reported HK$16.2 million loss attributable
to equity holders, compared with profit of HK$4.8 million in 2005.
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last year. Manufacturing business continued to face a hard operating environment of increase in operating
cost. Despite continuous effort, the Group could not shift all increase in operating cost to customers, resulting
in a drop in net profit margin of the division. For the business of preduction and sale of lithium rechargeable
battery parts, sales dropped by 28%. As a whole, segmental profit was HK$4.6 million, compared with
HK$18.5 million profit in year 2005.

The PCB manufacturing industry continues to exhibit keen market competition as the trend of the US and
European PCB makers to migrate their manufacturing bases to the PRC is expected to continue in the
future. However, the turnover of the PCB division for the year was HK$104.3 million (2005: HK$95.8
million), representing an increase of 9% comparing with last year. The increase in turnover was the resull
of our plan of new customer development and the future sales plan will continue to concentrate on expanding
business with industrial grade industries e.g. automotive, medical equipments. Facing the continuous increase
in raw material costs especially in metals, the PCB division reported a loss of HK$23.8 million. During the
reporting period, management exerted effective cost control measures to trim down the overhead costs and
could also successfully transfer part of the costs burden to our customers by increasing the average selling
price of multi-layers products.

The local securities market remained robust throughout 2006. Speculation over Renminbi’s appreciation
and economic growth in China attracted capital inflow to Hong Kong, particularly into China-related shares.
Given that, turnover of trading of listed equity investments amounted to HK$56.0 million (2005: HK$7.3
million) and the Group managed to make a profit of HK$2.2 million (2005: loss of HK$3.0 million).

Loan financing business remained inactive during the year. It reported segmental loss of HK$5.9 million.
Legal case relating to loan to Moulin Eyecare Holdings Limited was still in progress and further update
will be published in due course.

FUTURE PLANS

Looking forward, wireless application and radio-frequency product range is our direction for product
development. The Board expects this target market will be less price-sensitive and competitive. Moreover,
the Group is developing to manufacture products relating to audio/visual market. Products relate to
broadcasting tuners (a unique system of digital television broadcasting in Japan) and portable pocket size
television. As more stringent environmental regulations will come into effect, the Group believes it would
be an opportunity to gradually eliminate competitors which are less-equipped and quality-oriented in
producing products which conform with the relevant requirements. Moreover, management will try to shift
the increase in operating cost to customers by increasing the selling price of products. Cost-saving measures
will continue in year 2007. Barring any unforeseen circumstances, there should be improvement in the
performance of the division in coming year.

The Board intends to double up its monthly production capacity in two years in order to fulfil the ever-
growing market demand on industrial grade PCB products. With our experienced sales forces and dedicated

management teams, we will progressively capture large market shares from the US and Europe market
onwards.

The continuously rapid and healthy growth of the Chinese economy has created excellent investment
opportunities and a favorable operating environment for us. The Board will focus on investments with core
businesses which are PRC based and may allocate appropriate resources in subscribing for initial public
offerings shares of companies with sound fundamental and prospect.

— 10 —




On 8 March 2006, the Company announced, amongst others, an open offer, a bonus issue and a share
consolidation. The Company intended to raise approximately HK$173.4 million, before expenses, to facilitate
the continual development and daily operation of the Group whilst allowing the Group to invest in any
potential investment projects when such opportunities arise, by issuing 357,585,805 offer shares at a price
of HK$0.485 per offer share by way of an open offer on the basis of 5 offer shares for every 4 existing share
held on the record date (the “Open Offer”). The registered holders of fully paid offer shares would be
issued 5 bonus shares for every 7 fully paid offer shares (the “Bonus Issue”). Upon completion of the Open

Offer and the Bonus Issue, every 4 shares would be consolidated into 1 consolidated shares (the “Share
Consolidation™).

The Company received 30 valid applications for 334,859,365 offer shares, representing approximately
93.64% of the total number of 357,585,805 offer shares available for subscription under the Open Offer. As
the Open Offer was under-subscribed, being the underwriter of the Open Offer, Winspark Venture Limited
(“Winspark™), the major shareholder of the Company, subscribed for the remaining balance of 22,726,440
offer shares. The aggregate shareholding of Winspark in the Company therefore increased from approximately
61.45% to 65.79% immediately following completion of the Open Offer and the Bonus Issue. The Open

Offer became unconditional and the Share Consolidation was effective on 20 June 2006 and 21 June 2006
respectively.

The Company is now exploring but has not yet earmarked any suitable investment opportunities. The net
proceeds from the Open Offer was deposited in bank as time deposit.

To facilitate the introduction of Pan-China International Holdings Limited (“Pan-China”) as the strategic
investor of the Company, Winspark entered into a sale and purchase agreement with Pan-China on 22
September 2006 (the “Sale and Purchase Agreement”) pursuant to which Winspark has agreed to sell
33,700,000 shares of the Company to Pan-China at a total consideration of HK$151,650,000 with a deferred
payment date on the 300th day from the date of the Sale and Purchase Agreement. On the other hand, the
Company entered into a conditional option agreement with Winspark (the “Option Agreement”) pursuant
to which (1) the Company has agreed to grant to Winspark the first call option uader which Winspark has
the right but not the obligation to require the Company to issue 33,700,000 shares to Winspark or as it may
direct at the subscription price of HK$4.5 (the “First Call Option™); and (2) Winspark has agreed to grant to
the Company the second call option under which the Company has the right but not the obligation to
require Winspark to subscribe 33,700,000 shares at the subscription price of HK$4.5 (the “Second Call
Option”). Upon exercise of either the First Call Option or the Second Call Option, the other call option
shall automatically lapse and cease to be of any further effect.

However, on 26 February 2007, the Company announced that due to the lapse of the long stop date of the
Sale and Purchase Agreement, the Sale and Purchase Agreement has ceased to be of any effect. Accordingly,
the Option Agreement was also terminated in accordance with its terms. The Company and Winspark were
released from their respective obligations under the Option Agreement.

—_11 =




As at 31 December 2006, cash and bank balances (including time deposits) maintained by the Group were
HK$619.7 million (2005: HK$396.8 million), representing an increase of HK$222.9 million compared
with the position as at 31 December 2005. It is believed that the Group has adequate cash resources to meet
the normal working capital requirements and all commitments for future development. The gearing of the
Group, measured as total debts to total assets, was 12.6% as at 31 December 2006, comparing with 14.5%
as at 31 December 2005.

Most of the business transactions conducted by the Group were nominated in Hong Kong Dollars, United
States Dollars and Renminbi. As at 31 December 2006, there were no outstanding forward contracts in

foreign currency committed by the Group that might involve it in significant foreign exchange risks and
exposures.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2006, the Group employed approximately 2,584 employees, with about 2,502 in the
Mainland China and about 82 in Hong Kong. All employees are remunerated based on industry practice
and in accordance with the prevailing labour law. In Hong Kong, apart from basic salary, staff benefits

include medical insurance, performance related bonuses and mandatory provident fund would be provided
by the Group.

CORPORATE GOVERNANCE

The Board has been committed to maintaining the high level of corporate governance within the Group in
order to enhance the transparency in disclosure of material information. The Board considers such
commitment is essential for internal management, financial management and protection of sharehoiders’
interests and believes that maintaining a high standard of corporate governance benefits all shareholders,
investors, and its business as a whole. The Company has applied the principles and complied with the
requirements of the Code on Corporate Governance Practices (the “CG Code”) as set out in Appendix 14 of
the Rules Governing the Listing of Securities (the “Listing Rules™) on The Stock Exchange of Hong Kong
Limited, except for the following deviations.

CG Code Provision A.2,1

Under the CG Code, the roles of chairman and chief executive officer should be separate and should not be
performed by the same individual.

The Company does not appoint chief executive officer. In view of the existing structure of the Board and
the operation of the Group, the Board believes that the present structure of the Board will provide a strong
leadership for the Group to implement prompt decisions and to formulate efficient strategies, which is for
benefits of the Group. Moreover, the day-to-day operations of the Group’s businesses are shared among
those executive directors and the management of the Company. Therefore, there should be a clear division
of the responsibilities at the board level to ensure a balance of power and authority, so that power is not
concentrated in any one individual.

—12 —




Under the CG Code, non-executive directors should be appointed for a specific term, subject to reelection.

During the period, two independent non-executive directors of the Company, namely Mr. Ng Wai Hung and
Mr. Cheung Chung Leung, Richard, are not appointed for any specific fixed term and one independent non-
executive director, Mr. Wu Wang L1, is appointed for the term of one year from 27 September 2006. In
accordance with the bye-laws of the Company, at each annual general meeting of the Company one third of
the directors shall retire from office by rotation. The Board considers that sufficient measures will be taken

to ensure the corporate governance practices of the Company are not less exacting than those in the CG
Code.

CG Code Provision B.1

Under the CG Code, the issuers should establish a remuneration committee with specific written terms of
reference which deal clearly with its authority and duties.

Currently, there is no remuneration committee in the Board. Meanwhile, the Board conducts an informal
assessment of the individual director’s contribution. No director decides his or her own remuneration and
their remuneration has been relatively stable in the past years. The remuneration committee will be established

and the Board will review and formulate its terms of reference in accordance with the CG Code in due
course.

MODEL CODE FOR DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 of the Listing Rules for directors’
securities transactions. Having make specific enquiries of all directors of the Company, they have confirmed
that they complied with required standard set out in the Model Code throughout the accounting period
covered by the Annual Report.

CONFIRMATION OF INDEPENDENCE FROM INDEPENDENT NON-EXECUTIVE DIRECTORS
The Company has received, from each of the independent non-executive directors, an annual confirmation
of his independence pursuant to Rule 3.13 of the Listing Rules. The Company considers all of the independent
non-executive directors are independent.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

There was no purchase, sale or redemption of shares or other securities of the Company by the Company or
its subsidiaries during the year.

DIRECTORS

The Board comprises of seven directors, of which four are executive directors, namely Mr. Yau Tak Wah,
Paul, Ms. Louie Mei Po, Ms. Wong Shin Ling, Irene and Mr. Tam Wing Kin and three independent non-
executive directors, namely Mr. Ng Wai Hung, Mr. Cheung Chung Leung, Richard and Mr. Wu Wang Li.

13—



The audit committee comprises three independent non-executive directors and reports to the Board. The
audit committee meets with the Group’s senior management regularly to review the effectiveness of the
internal control systems and the interim and annual reports of the Group.

PUBLICATION OF ANNUAL REPORT ON THE INTERNET WEBSITE OF THE STOCK
EXCHANGE

An annual report of the Company for the year ended 31 December 2006 containing all the information
required by paragraph 45 of Appendix 16 of the Listing Rules will be published on the websites of
the Company (http://www.tihl.com.hk) and The Stock Exchange of Hong Kong Limited
(http:// www.hkex.com.hk) in due course.

By Order of the Board

Yau Tak Wah, Paul
Chairman

Hong Kong, 23 Aprit 2007

Please also refer to the published version of this announcement in The Standard.
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TOMORROW INTERNATIONAL HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)
{Stock Code: 0760)

TERMINATION OF THE OPTION AGREEMENT

The Board wishes to announce that due to the lapse of the long stop date of the Sale and Purchase Agreement,
the Sale and Purchase Agreement has ceased to be of any effect. Accordingly, the Option Agreement has

also been terminated in accordance with its terms. The Company and Winspark are released from their
respective obligations under the Option Agreement.

Reference is made to the announcement of Tomorrow International Holdings Limited (the “Company”’) dated
27 September 2006 and the circular of the Company dated 18 October 2006 (the “Circular”) relating to the
Options. Terms used herein shall have the same meanings as defined in the Circular unless the context requires
otherwise.

The Board has been advised by Winspark that due to the lapse of the long stop date of the Sale and Purchase
Agreement, the Sale and Purchase Agreement has ceased to be of any effect. As the Option Agreement and the
Sale and Purchase Agreement are inter-conditional and completion of the Option Agreement is conditional
upon, among other things, the completion of the Sale and Purchase Agreement, the Option Agreement has also

been terminated in accordance with its terms. The Company and Winspark are released from their respective
obligations under the Option Agreement.

By Order of the Board
Tomorrow International Holdings Limited
Yau Tak Wah, Paul
Chairman
Hong Kong, 26 February 2007

As at the date of this announcement, the executive directors of the Company are Yau Tak Wah, Paul, Louie Mei

Po, Wong Shin Ling, Irene and Tam Wing Kin and the independent non-executive directors of the Company are
Ng Wai Hung, Cheung Chung Leung, Richard and Wu Wang Li.

Please also refer to the published version of this announcement in The Standard.
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